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QUARTERLY ESTJMATES OF 
THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST AND SECOND QUARTERS 1953 
mn “A os 


Introductory Note 


With this bulletin the Bureau commences regular publication of estimates of the Cana- 
dian balance of international payments on a quarterly basis. 


These quarterly estimates represent a useful tool for the analysis of economic trends. 
Not only do the figures reveal the existence within the annual data of strong underlying seasonal 
movements, but they also provide a much clearer measure than do the annual statements of effects 
of major economic and administrative changes, which rarely coincide with a calendar year end. The 
quarterly estimates thus permit a clearer as well as a more current understanding of the factors 
at work within the balance of payments than did annual statements heretofore published. This in 
turn contributes to greater knowledge in a wide field of economic intelligence, ranging from ex- 
change market analysis to effects of domestic and international economic events as they impinge on 
the balance of international payments and Gross National Expenditure, 


The data appearing in this bulletin have been prepared and are presented on a basis 
consistent with that used in the annual report for 1952 and in the special report on The Canadian 
Balance of International Payments in the Post-War Years, 1946-1952, which is to be published 
shortly. In addition to the comparative data included on the following pages, the latter publi- 
cation contains quarterly current account estimates and bilateral data from 1946. 


See of quarterly data of necessity present more difficulties than those encoun- 
tered in the preparation of annual statements. While much of the source material, such as commod- 
ity trade, is available on a current basis, other items in the accounts are collected on a compre- 
hensive basis only at the year end; some of the figures could not, in any event, be obtained on a 
current basis with the accuracy of the annual data. There are also problems of timing in the 
measurement of transactions, in short periods, which lose much of their significance when related 
to the longer period of the annual statements. A variety of techniques, including the use of 
small but carefully controlled samples and of secondary indicators, have been used in the present 
estimates where current data of a comprehensive nature were not available. While it is to be ex- 
pected that from time to time significant revisions of the quarterly data may prove necessary, 
the quarterly series will, it is believed, provide reasonably accurate and useful information on 
recent developments in this field. 


LIBRARY 
Prepared in the Balance of Payments Section. 
7503-509: 26-8-53. 
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Developments in the First and Second Quarters of 1953 


In the first half of 1953 Canada's current receipts from international transactions 
were $2,613 million, a decline of $78 million from the total in the similar period of he ‘i 
Current payments, however, rose by $356 million from the first half of 1952 to a level of ? 997 | 
million. These opposite movements in receipts and payments led to a current deficit of $365 
million in the first half of 1953, indicating a net import of capital, in contrast to the small | 
current surpluses throughout 1952. This current deficit was fairly evenly distributed between 


the first and second quarters. 


Merchandise trade accounted for $392 million of the deterioration of $434 million | 
from the first half of 1952.(1) If comparison is made with the second half of 1952, merchandise 
trade again accounts for the bulk of the change. Merchandise exports, as adjusted for balance of 
payments purposes, fell by $102 million from the first half of 1952, while imports rose by $290 | 
million, The decrease in exports reflects primarily the steady fall in the prices of exports over 
the past year and a half, and a small decrease in the volume of exports. Import prices fell by 
approximately the same amount as export prices, but import volume rose by about one-fifth over 

the high levels of the first half of 1952. The terms of trade were slightly better than in the 
first half of 1952, although there has been some deterioration since the third quarter of 1952. 
The deterioration in the trade surplus was clearly due to the sharp rise in the volume of imports 
at a time when export volume declined to a small extent. 


The disappearance of the current account surplus was due to a fall of $313 million in 
the current account surplus with overseas countries, combined with a rise of $121 million in the 
current account deficit with the United States from the first half of 1952 to the first half of 
1953. The current balance with the United Kingdom showed the largest change in this period, fall- 
ing from a surplus of $241 million to a surplus of $42 million. The surplus with other sterling 
area countries fell from $73 million to $51 million, while that with other overseas countries fell 
from $223 million to $131 million. In each of these cases merchandise trade contributed most to 
the deterioration in the current surpluses; the lower trade balances were due to falling exports 
and rising imports, except in the case of other sterling area countries where exports fell more 
than imports, Larger service payments for defence activities wefe also of importance in the fall 
in the current surplus with overseas countries, The increase in the deficit with the United States 
was due to a more rapid rise in imports than in exports. Non-merchandise transactions with the 
United States were almost unchanged on balance. 3 

The distribution of expofts changed markedly. As compared to the first half of 1952 
exports to the United States rose moderately, but exports to overseas countries fell sharply. 

The most striking increase in exports to the United States was in non-ferrous metal exports, 
particularly copper and aluminum, The fall in exports to the United Kingdom and other overseas 
markets affected mainly exports of wood products and metals, In part the decrease to overseas 
countries reflects a diversion of exports to the United States, as in the case of aluminum. 

Greater availability of some metals in non-dollar markets and restrictions on dollar purchases 
which were extended in the first half of 1952 were also factors in lowering the level of exports 

to some overseas countries. Exports of grains to overseas countries have continued at high levels. 


The sharp increase in import volume which began in the fourth quarter of 1952 is due 
to the heavy demands in Canada connected with rising levels of consumption and investment. These 
demands increased the value of imports from the United States and from most overseas countries. 
The increases in imports of textiles, automobiles and parts, machinery and equipment from the 
United States are clearly related to the high and rising levels of consumption and investment in 
Canada, A notable rise occurred in imports from the United Kingdon, particularly in automobiles, 
aircraft and engines, textiles, and electrical apparatus. Defence items did not contribute great-— 
ly to the increase in total imports from the first half of 1952. 


(1) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commer- 
cial items as settlers' effects and items like tourist purchases which are covered elsewhere in 
the accounts, Since 1951, furthermore, payments for defence purchases by governments have been 
substituted for the actual physical movements of the commodities as reported in Customs trade 
statistics. In the first half of 1953 and the similar period of 1952 the effect of these various 


adjustments on exports was quite small, while imports were decreased in both iod 
which were not widely different, i oth periods by amounts 
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Changes in the non-merchandise items contributed only $42 million to the change in 
the current account from the first half of 1952; all of this change was in transactions with 
overseas countries. A rise in the value of gold production available for export was more than 
offset by the deterioration on freight and shipping account which resulted from lower earnings on 
overseas exports and higher payments on imports, The major factor in the greater deficit on non- 
merchandise items was the increased payments on government account associated with Canada's com- 
mitments under the Colombo Plan and the North Atlantic Treaty, and the costs involved in the 
Korean hostilities. There were comparatively slight increases in both receipts and payments on 
international travel account with the payments balance for the half year remaining unchanged. 
There was also little change in the payments balance on income account largely due to offsetting 
increases in both receipts and payments of dividends. 


With the emergence of current account deficits the value of the Canadian dollar de- 
clined slowly over the first half of 1953. This was in contrast to the rising trend evident in 
the same period of 1952 which led to the record high values established in the later months. 

The average value over the first half of 1953 was, however, slightly higher than the average for 
the corresponding period of 1952. This relative stability of the exchange rate in the face of a 
change to a current account deficit reflects in part the continued large inflows of long-term 
capital as in 1952. The large short-term outflows of 1952, however, have largely disappeared in 
the first half of 1953. 


The dominant long-term capital movement continued to be the inflow for direct invest- 
ment in foreign controlled enterprises in Canada, tentatively estimated at $90 million and $75 
million in the first and second quarters of 1953 respectively, Most of this investment come 
£- a the United States, and about three-quarters was related to expansion of the mining and pe- 
troleum industries if associated transportation facilities are included. The remainder of the 
inflow was related to merchandising and a wide variety of manufacturing enterprises. 


The stability of direct investment inflows was not, however, characteristic of port- 
folio security transactions which resulted in an outflow of $76 million in the second quarter 
following an inflow of $97 million in the first quarter of the year. Over the first quarter 
security trading led on balance to a small inflow which changed to an outflow in the second 
quarter when there were heavy liquidations of holdings of government bonds by non-residents, At 
the same time there was a decrease in sales of new issues to non-residents, which had been heavy 
in the first quarter, while retirements rose reflecting the repurchase by the Government of Canada 
of $75 million of the 3% External Loan of 1948, Principal repayments of $24 million on loans 
and credits extended by Canada were somewhat higher in the six months than in the corresponding 
period of 1952. 


Turning to more short-run movements, over the six months there were very considerable 
increases totalling $68 million in Canadian dollar holdings of foreigners. A substantial part of 
this increase is known to have been committed for special transactions in the third quarter, 
Further inflows of capital of $107 million resulted from the reduction of official holdings of 
gold and foreign exchange, but the major part of this decrease was related to the special govern- 
ment security repurchase mentioned above. All other capital movements, which include changes in 
international open account commercial indebtedness and in private and chartered bank holdings of 
exchange, although outwards on balance in the first quarter were inwards in the second. 


Some inflow of capital was to have been expected as a result of the increase in 
accounts payable normally accompanying a growth in the value of imports, but other important 
factors also affect this category of capital movement. Private short-term capital movements 
which played a prominent role in the balancing of Canada's international accounts in 1952 did not 
have the same significance in 1953. 


The net capital inflow which took place in the first six months of 1953 added to 
Canada's international debtor position, through the creation of additional liabilities and to a 
lesser extent through the reduction of Canadian assets abroad. 


QUARTERLY ESTIMATES OF THE BALANCE OF PAYMENTS 
Note: Data for 1953 are preliminary and 
(Millions of dollars) 


A CURRENT RECEIPTS 


1 Merchandise exports (adjusted) 663 788 796 ae ae ih vel 
3 Gold production available for export Pal 42 39 : oA ot ee te 
4 Travel expenditures 23 51 +e ae t ey! a “ 
5 Interest and dividends 13 25 4 ‘8 S oe nae 
6 Freight and shipping 63 7h cp i oe a is 
7  Inheritances and immigrants! funds aid fe . e ee as ie re 
11 Al) other current receipts 49 5 5 
12 ‘TOTAL CURRENT RECEIPTS g64 1,099 2,142. 1,176 1,038 1,226 “E,436 1,462 
B CURRENT PAYMENTS 
1 Merchandise imports (adjusted) 630 795 796 908 7 1.388 1 ae 
4 Travel expenditures 36 58 719 ep) x Lr ee it 
5 Interest and dividends 94 120 ite 184 sil a3 ae 
6 Freight and shipping 48 80 91 82 8 a . 
7  Inheritances and emigrants' funds 1 3 us = : ' " : 
9 Official contributions c 
11 All other current payments 86 93 94, 104 99 102 13 109 
12 TOTAL CURRENT PAYMENTS 908 1,164 1,152 1,350 1,274 1,580 1,503 1,326 
Balance on Merchandise Trade a iS) — | 7 = - 16 - 131 ~ 241 - 38 + 263 
Balance on Other Transactions, excluding B 9 - 77 - 95 - 10 - 157 - 104 - 106 - 27 - 124 
Official Contributions em): - 3 - = 2 = £ ste 2 - - 3 
C CURRENT ACCOUNT BALANCE - 45 - 105 - 10 - 174 - 236 ~- 352 - 65 + 136 


D CAPITAL ACCOUNT 
Direct Investment 


bi Direct investment in Canada eo 4 353 + 89 UNS PAG + ah Siena) + 135 
2 Direct investment abroad a nL, vy sales 2 = 3 4 4 9 
Canadian Securities 
3 Trade in outstanding issues + 8 oe alt: + 295 +5 + 763 + a rh ee ate - 37 
L New issues ce ap! + 101 + 88 + 4 + 26 +55 + 76 Sal A 
5 Retirements - 47 - 97 - 120 - 20 =e - 37 - 67 - 55 
Foreign Securities 
6 Trade in outstanding issues +. 3) eel az SY +510 +3 eet 40-5 2 35 Be Pe 
Hg New issues =) pl: - - - dl - =} =; ea - dt 
8 Retirements 5 +7 gh fh +. 7 7 ck = Sg al an yal 
Loans by Government of Canada 
9 Drawings - 30 - 20 ~ ~ - - - - 
10 Repayment of post-war loans - ey oe go alls - +a - + 2h 
11 Repayment of war loans +16 + 9 + 10 + 16 $5 + Sth + 8 ae 
1, Change in Canadian dollar holdings of foreigners + 67 + 66 +. 1:31: Bi - 20 - 13 = UT, 82 
15 Refunding loan proceeds set aside for retirements +18 - ~ - _ - - - 
16 Change in official holdings of gold and foreign 
exchange (increase, minus) - 85 =e - 696 + 131 + 110 = h5 + 64 ~ 185 
17 Capital movements, n.o.p. + 29 ae OD + 153 x 9 +, 932 + 195 = 4 = 95 
E NET CAPITAL MOVEMENT + h5 Pe TOS + 10 ar Aff. + 236 SIS + 65 - 136 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


D A minus sign indicates an outflow of capital from Canada. 
12 Exclusive of undistributed profits. 
14 Excludes holdings of IMF and IBRD (D 17) 


15 Both this item and the related retirement 


(D5) converted at exchange rate in effect at time of refunding, viz. 
$1.00 U.S. » $1.00 Cdn. 


16 At September 30, 1950 there were abnormally large amounts of exchange in transit to the Exchange Fund Account which were not 
included in official holdings of gold and U.S. dollars at that date but are included in item D 16 for the purpose of this 
table. é#xcluded are changes in accounts established by special arrangement with the U.K. under which sterling was acquired 


pi! Soci sold in European markets and was available for the repurchase of certain funded obligations (entries under D 5 
an ° 


BETWEEN CANADA AND OTHER COUNTRIES 
data for 1952 are subject to revision 


(Millions of dollars) 


149°5:°2 19-53 Annual Totals Four Quarters 
endin, 
I er; eae IV I II 1950 1951 1952 30 ae 53 

A 
1,009 1,123 1,049 1.155 916 1,04 35139 3,950 4,296 4,234 a 
AL 35 SH oi 48 37 163 150 150 159 3 
24 53 156 43 26 54 275 274 276 279 4 
17 31 22 76 27 33 91 115 146 158 5 
81 93 89 97 71 93 284, 351 360 350 6 
17 25 22 aly) 15 shh 57 77 81 85 7 
66 76 75 96 71 77 231 249 313 319 11 
1,255 1,436 1,450 1,521 1,174 1,439 42,0 5,166 5662 55584 12 
B 
889 984 936 1,037 1,001 1,162 3,129 4,097 3,846 4136 1 
62 96 108 . 7 ; 94 "226 *280 "336 *339 th 
82 88 95 148 83 98 475 450 413 42h 5 
61 94 101 102 65 102 301 354 358 370 6 
pal 2h 2h 25 23 25 61 70 94, 97 7 
vial = = 5 9 12 5 9 16 26 9 
100 10 117 ial 110 27 377 423 418 475 ay 
1,226 1,396 1,381 1,508 1,358 1,620 A574 5,683 5,511 5,867 12 

+ 120 + 139 + 113 + 78 - 85 - Lg + 10 Say + 450 + 58 

= 80 - 99 - Ah - 60 - 90 = 127 - 339 - 361 — 283 - 315 

“abl - - - 5 - 9 Sal 2 =) - 9 - 16 = 26 
+ 29 + 40 + 69 + 13 - 184 = 18) - 334 - 517 + 151 - 283 @ 
D 
+ 68 + 75 + 103 86 a) +e t 222 =) 5398) #332 + 354 z 
6 = 5 = 35 28 x + 36 3 2S 61, 2 
- - 19 - 51 - 25 + do = 36 + 329 + 38 - 95 = Wop 3 
+ 89° + 161 + 23 + 16 cena + 50 + 210 + 411 + 319 + 230 h 
12 =, frit SH = 2) 25 = OD 28h 184 - 89 - 153 5 
+ 6 +). 42 hier? + 1 + 53 + 70 + 15 + 10 + 6 6 
19 al - - = al Sil =) SP. = 5 20 =e 7 
= i = = + al = + 8 + 3 - + al 8 
- - ~ - - - - 50 - ~ - 9 
— a) - + 2h + 2 me ts ties + 34 +. 933 Si 10 
+ 2 + 6 + 8 + 7 + ih + 7 + 51 + 34 + 23 + 26 slab 
5 +oa3 +e 12 66 + L6 + 22 + 233 e192 66 ah ih 
= = = = = = + 18 ~ - - 15 
+ 2h — 132 = 25 4 + 16 + 91 - 722 - 56 - 37 + 978 16 
176 188 - 109 2h - 71 + 51 + 192 + 128 - 497 196 17 
a Le) ae fH) - 69 1518} + 184 + 181 + 334 + 517 - 151 + 283 E 


NOTES: 


ay This item includes mainly short-term capital movements in the form of changes in international open account commercial 
indebtedness, private and chartered bank holdings of exchange, and loans between private unrelated parties. It also 
includes the balancing item representing unrecorded capital movements and errors and omissions. 


E For the period of fixed exchange rates ending September 30, 1950, the net capital movement is often shown exclusive of 
changes in official holdings of gold and foreign exchange (D 16) as this item played the residual role at that time in 
the settlement of all Canada's international transactions; for example in the third quarter of 1950 the current balance 
of -10 and net capital inflow of +706 equals the change in official holdings of gold and foreign exchange of 696. 


x Included with D 17. 
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QUARTERLY ESTIMATES OF 
/ 
THE RUE aeol BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER, 1953 
A 


————— 


In the first nine months of 1953 Canada's current receipts from international transac- 
tions were $4,108 million, a decline of 1% from the same period of 1952. Current payments rose by 
11% to $4,494 million. These opposite movements led to a deficit of $386 million from transactions 
in goods and services in the nine month period of 1953, contrasting with a surplus of $138 million in 
the same period one year earlier. A small decrease in merchandise exports and a large increase in 
imports accounted for most of the change in the current account balance; the non-merchandise items 
contributed only $41 million.to the deterioration in the balance. 


Almost all of the current deficit to the end of September, 1953 was incurred in the first 
and second quarters of the year. The deficit of $181 million in the second quarter (and $184 million 
in the first) changed to a small deficit of $21 million in the third quarter of 1953. This improvement 
was mainly due to the decline in import volume from the second quarter level, which was partly a 
seasonal change, and to the usual third quarter rise in net receipts on travel account. The third quarter 
deficit of $21 million compares witha surplus of $69 million in the same quarter of 1954, reflecting 
the very high level of imports in 1953. 


The immediate factors in the deficits can be indicated by comparing the quarterly totals 
with the levels one year earlier. In both the first and third quarters of 1953 payments for goods and 
services exceeded the corresponding 1952 levels by about 10%, while in the secmd quarter the in- 
crease was 16%. Current receipts during the first quarter of 1953 were lower than in the correspond- 
ing 1952 period. In the second quarter they were about level with the same quarter of 1952, and only 
in the third quarter did current receipts exceed (by about 3%) the corresponding 1952 total. 


Merchandise trade deficit in nine months 


Metchandise exports in the nine months of 1953 were $3,106 million, down by $75 
million from the 1952 period; almost all of this change was in the first quarter of 1953 compared to 
the same period of 1952. Themajordecreases were in exports of wood pulp, zinc, automobiles, and 
farm machinery and implements. The fall in prices of wood pulp and zinc had important effects on 
the value of exports of these products, while declining farm incomes in the United States have affect- 
ed exports of farm machinery. Exports of wheat in the first nine months of 1952 were almost un- 
changed from the 1952 period in value, although less in volume, while newsprint exports were up by 
5% in value. 


There were striking changes in the direction of exports in the 1953 period. While ex- 
ports to the United States rose by 8% over the first nine months of 1952, exports to the United King- 
dom and to other overseas countries fell by 12% and 16% respectively. The fall in exports to the 
United Kingdom and other overseas countries mainly reflects lower sales of wood products and metals, 
while in the case of overseas countries other than the United Kingdom sales of barley and automobiles 
were also down sharply. 


Merchandise imports in the first nine months of 1953 rose to $3,217 million, an increase 
of $408 million over the same period of 1952. Almost half of the change was in the second quarter of 
1953 compared to the same quarter of 1952, and the rest evenly divided between the first and third 
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quarters. There were widespread increases in the iron and products group in 1953; particularly in 
machinery of various types and automobiles and parts. A variety of textile imports were higher, 
and substantial increases also occurred in imports of refrigerators and electrical apparatus. Im- 
ports from the United States in the first nine months of 1953 rose by 15%, while imports from the 
United Kingdom rose sharply by 38%. In the case of the United States the increases were spread 
throughout all groups except the agricultural products group, with imports of iron products showing 
the largest increase in value. The increase in imports from the United Kingdom was more heavily 
concentrated in textiles, automobiles, aircraft engines, and other metal products. 


The value of both exports and imports fell from the second to the third quarter of 
1953, the latter showing the larger fall. These changes reflect changes in volume rather than price; 
import volume fell by 8% and export volume by less than 2% from the second quarter levels. ( If 
allowance is made for seasonal factors, it appears that the striking increase in the volume of imports 
which has occurred for several quarters was arrested, at least temporarily, in the third quarter of 
1953. The actual volume and value of imports in the third quarter of 1953, however, were well over 
the levels attained one year earlier. Export volume, after allowance for seasonal movements, had 
shown some weakening particularly in the first quarter of 1953; it recovered strongly in the second 
quarter however, and remained at a high level in the third. Prices of exports and imports were vir- 
tually unchanged from the second to the third quarter. Export prices have continued to fall slowly in 
1953. Import prices have risen slowly since the third quarter of 1952, reflecting in part the reduc- 
tion in the premium of the Canadian dollar up to mid-1953. 


Larger deficit on non-merchandise transactions in nine months 


The deficit on non-merchandise transactions, which has been typical of recent years 
widened to $275 million in the nine months of 1953, as compared with $234 million in the same mont 
of 1952. The usually large payments balance on dividend account declined somewhat as dividend pay- 
ments levelled off for the nine months while receipts from Canadian subsidiaries abroad continued to 
rise. Travel receipts and payments both rose by about the same amount and the payments balance on 
this account was not significantly changed, in contrast to the rising deficit of the previous year. The 
important changes in the invisible items occurred in the freight and shipping account and in the mis- 
cellaneous items. Receipts from freight and shipping transactions have been lower in 1952 while pay 
ments have risen with the larger volume of imports. The largest change in the invisibles was an in- 
crease from $121 million to $160 million in net miscellaneous payments, (including official contri- 
butions) due to sharply increased payments. A significant part of the increase arose from settlement 
of costs incurred in connection with the Korean hostilities, while payments under the Colombo Plan 
and in connection with the North Atlantic Treaty were also higher. Business service payments also 
rose, reflecting an increased volume of imports and high levels of activity and investment in Canada. — 


Summary of Current Account Transactions with the United States, 


the United Kingdom,and with Other Countries. 
(Million of dollars) 


All Countries United States United Kingdom Other Countries 


1952 bss 1952 1953 £952 1953 1952 1953 
Third Quarter 

Exports (adjusted) 1,049 1,076 562 611 169 194 318 271 
Imports (adjusted) 936 1,054 662 747 75 114 (S, 193 
Balance on trade + 113 + 22 - 100 - 136 + 74 + 80 + 139 + 78 
Other transactions (net) - 44 - 43 - 44 - 13 - 8 - 26 + 8 - 4 
Current account balance + 69 at - 144 - 149 + 66 + 54 + 147 + 74 
January to September 

Exports (adjusted) S718 Woes. OGM» B69 nae 852 573 503 917 771 
Imports (adjusted) 2,809 aj287 2,053" 325354 252: 348 504 51S 
Balance on trade + 372 - lll - 362 - 522 + 321 + 155 + 413 + 256 
Other transactions (net) - 234 -275 2750 *Se2 16 BAA =) 59 £935 2 
Current account balance + 138 - 386 -612 - 738 + 307 + 96 + 443 + 256 


(1) Export and import values are adjusted for balance of payments purposes, while price and volume 
indexes refer to unadjusted data. 


The deficit on non-merchandise items contracted sharply from $133 million in the 
second quarter of 1953 to $43 million in the third. This is typical behaviour for these items as a 
whole, due mainly to the seasonal increase in travel receipts in the third quarter. This summer the 
level of expenditures in Canada by United States travellers has risen appreciably above that of the 
previous summer. An increase of some 10% contrasts with the relative stability in the total of these 
expenditures between 1948 and 1952. A greater number of visitors and larger average expenditures 
both contributed to the increase. Nevertheless, the balance of receipts on travel account in the third 
quarter was about the same as last year as Canadian expenditures on travel outside of Canada con- 
tinued to rise. 


Larger deficit with United States, smaller surplus with overseas countries 


The deterioration of the current account in the first nine months of 1953 was main- 
ly due to transactions with overseas countries. An enlarged deficit with the United States also ap- 
peared, resulting from a faster rise in imports than in exports. Offsetting this in part was the small- 
er deficit with the United States from non-merchandise transactions, due mainly to smaller net pay- 
ments on travel and dividend accounts and larger receipts from United States Government spending 
in Canada. Transactions with the United Kingdom and other overseas countries show in both cases a 
fall in exports and a rise in imports. When combined with larger payments of a service nature for 
defence, the changes in trade with overseas countries in the first nine months of 1953 led to a sharp 
decrease in the usual surplus with these countries. These comparisons with the situation one year 
earlier also apply broadly to the third quarter, with the significant exception that exports to the United 
Kingdom in the third quarter of 1953 exceeded those of the third quarter of 1952. 


Exchange rate relatively stable 


Despite the substantial reduction of the current account deficit from $181 million 
in the second quarter of 1953 to $21 million in the third quarter, Canada's international accounts were 
balanced with only a modest rise in the exchange value of the Canadian dollar. This was reflected in 
a decline in the average value of the United States dollar, in Canada, from 99.08 cents in the second 
quarter to 98.82 cents in the third. A moderate upward trend in the value of the Canadian dollar over 
the third quarter contrasted with the slow decline evident over the first half of the year. But the range 
was relatively narrow, the United States dollar having moved between 97.78 cents and 99.44 cents in 
the third quarter, and between 96.75 cents and 99.78 cents in the earlier part of the year. Analysis of 
the capital account indicates that there continued to be capital inflows increasing Canadian long-term 
liabilities and decreasing government long-term assets abroad, while movements of capital affecting 
short-term assets and liabilities continued to be outwards on balance. 


Capital inflows for direct investment continue at high level 


The net movement of capital into Canada for direct investment in foreign-controlled 
enterprises is tentatively estimated to have been $90 million in the third quarter, a rate slightly 
higher than during the first half of the year. Although over the nine months of the year about 90% of 
this direct investment inflow has been from the United States, in the third quarter there appears to 
have been a marked increase in the inflow from the United Kingdom and the share of United States 
capital in the total was closer to 80%. Resource development continued to be the major field for new 
foreign investment; in the nine months of the year about 45% of the inflows were related to the expan- 
sion of the petroleum industry and 30% to other mining enterprises (associated transportation facil- 
ities are included in each case). While estimates of movements of capital in connection with Canadian 
direct investments abroad are not yet available for 1953, there appear on balance to have been out- 
flows to a variety of Canadian enterprises in various parts of the world. 


Portfolio security transactions fluctuate widely 


Despite a turnover of nearly $200 million in the third quarter portfolio security 
transactions were nearly in balance; this followed an outflow of $80 million in the preceding quarter 
when transactions were dominated by repatriation of $75 million of government debt. The net inflow 
of capital arising from security transactions in the first nine months of the year was $23 million, in- 
cluding $2 million from transactions in foreign securities. Proceeds of new Canadian issues sold 
to non-residents amounting to $179 million were offset by retirements of $128 million and an outflow 
of $30 million from trading in outstanding Canadian issues. 


The sale of new issues to non-residents was heavily concentrated in the first quarter 
of the year when there was a substantial volume of financing in the New York market by provinces and 
municipalities. In later quarters the volume of Canadian new issues in both domestic and foreign 
markets dropped sharply, Long-term interest rates in the United States rose rapidly in the second 
quarter, leading to an abrupt narrowing of the spread between interest rates in the two countries. The 
capital inflows arising from new issues in the middle six months of the year included only two bond 


issues payable in United States funds, accounting for about one-quarter of the total inflows. Roughly 


a similar amount was received from the sale of new Canadian dollar bond issues to non-residents 
while the balance of the proceeds came from the participation of non-residents in new issues of stock 
by Canadian companies. Towards the end of the third quarter United States bond prices rose, in- 
creasing the spread between interest rates in the two countries, and Canadian borrowers again began 


to look with interest to the New York market for fourth quarter financing. 


n securities owned abroad was dominated during the nine 
months by two special factors. The repurchase for Government account of $75 million of Canada 3/ 
(external) loan has already been mentioned. The second quarter also saw a sudden but limited liqui- 
dation of non-resident holdings of government direct and guaranteed bonds, reflected in net repur- 
chases of $44 million. The timing of this movement clearly relates it to the major readjustments 
taking place in the United States bond and mortgage markets at that time. Net repurchases of outstand) 
ing Canadian securities of $30 million in the nine months of the year reflect repurchases of $57 

million of bonds and debentures, and sales of $27 million of stocks. United Kingdom and other over 
seas residents were net buyers in the amount of $13 million and $16 million respectively, while Unitec 
States residents were net sellers of Canadian securities in the amount of $59 million. 


Repatriation of Canadia 


United Kingdom repayment on 1942 loan 


The largest individual capital transaction during the third quarter was the payment 
of approximately $39 million made by the United Kingdom on the Canadian loan of 1942. This loan 
originated from the funding of $700 million advanced to the Government of the United Kingdom prior 
to the wartime arrangements for Mutual Aid. At that time it was agreed that the loan would bear no 
interest until after the war, a provision which was subsequently extended to the end of 1953. The loam 
was to be reduced by crediting against it dollars accruing to the United Kingdom from sales to non- 
residents of Canadian securities (payable in Canadian dollars) held by residents of the United Kingdom 
together with proceeds of redemption of any Canadian securities. Subsequently it was agreed that cer 
tain new direct investments in Canada and the financing of an order for Canadian aircraft by United 
Kingdom residents could be offset against the amounts accruing for payment. By the end of June of 
this year, as a result of these repayment provisions, the amount outstanding on the loan had been res 


duced to about $189 million. 


Under the new arrangements the United Kingdom has been released from the pro- | 
visions for repayment heretofore in effect. The payment made in August reduced the amount outstand: 
ing to $150 million and this will be repaid in full in twenty equal quarterly instalments commencing © 
next year and running through 1958. (The amount outstanding on the Canadian postwar loan of 1946 to. 
the United Kingdom is currently about $1,157 million; repayment of this loan extending over fifty | 
years commenced in 1951). The authorities in the United Kingdom have now withdrawn the special | 
restrictions imposed on the switching abroad of Canadian securities owned by United Kingdom residen 
The overall effect of the new arrangements is to eliminate the generally self-balancing nature of the | 
loan repayments, the security transactions, and the direct investment in Canada coming under the © 
understanding described in the paragraph above. Henceforth as a general rule the switching in Canadé 
or elsewhere abroad of United Kingdom holdings of Canadian securities will not directly affect that 
country's position, but any further reductions of these holdings will augment its exchange resources, — 
while repayments on the loan and transfers for direct investment in Canada will represent a charge | 


upon them. | 
i | 
| 


\ 


Other capital movements outwards 


Canadian dollar holdings of foreigners were reduced by $65 million in the quarter. — 
This comparatively large outflow of capital reflects in part the use in the third quarter of balances | 
accumulated in anticipation of specific transactions; over the nine months of the year Canadian dollar 
holdings of foreigners are estimated to have increased by $3 million. In the third quarter there was 
also an outflow of $35 million to increase Canada's official holdings of gold and foreign exchange. Th 
contrasted with an inflow of $107 million in the first half of the year, of which a substantial part was | 


directly related to the repurchase from abroad of $75 million of government debt. 


"Capital movements n.o.p.'' resulted on balance in a small outflow of capital in the 
third quarter in contrast to the inflow of $50 million in the previous period, but the heterogeneous 
character of the transactions covered makes this balance of limited significance... In this category 
movements of capital to finance Canadian-controlled enterprises abroad merge with such diverse 
groups of transactions as loans to Canadian companies by the United Kingdom and United States Gov- 
ernments, foreign financing of acceptance and loan comranies, and the use of Canadian resources by 
the International Bank for Reconstruction and Development. And included also, of course, are trans- 
actions normally playing a more passive role, such as changes in international open account commer- 
cial indebtedness, and in private and chartered bank holdings of foreign exchange. 


Summary of Capital Movements, 1953 


(Millions of dollars) 


Third Quarter January to September 
1952 1953 1952 1953 
Direct investment in Canada + 103 + 90 + 246 + 260 
Canadian securities 
Trade in outstanding issues 15] - 4 - 70 - 30 
New issues + 23 + 15 + 273 + 179 
Retirements a - 10 - 60 - 128 
Official loan repayments an: + 39 + 25 + 63 
Canadian dollar holdings of foreigners + <2 - 65 - eS 
Official holdings of gold and foreign 
exchange - 25 - 35 - 33 + 72 
Capital movements n.o.p. - 122 = ng - 519 - 33 
Net capital movement financing current 
account balance - 69 + 21 - 138 + 386 


Prepared in the Balance of Payments Section. 


QUARTERLY ESTIMATES OF THE CANADIAN 
Note: Data for 1953 are preliminary and 


(Millions of dollars ) 


ps PSS 
UL iit ere IV 
se ee ee 
A CURRENT RECEIPTS 
. Merchandise exports (adjusted) ...-...s+eee- Po arats eck then whe cee 815 952 Lie 1,136 
3 Gold production available for export ..+.+++seeeeererereess : Di, 13 . 35 
k Travel expenditures cee seccccccsrccseveescccccsessecercccrs 23 a 57 43 
5 Interest and dividends .....sccecoscscsccccsssccescccncceres 16 25 ) 55 
6 Freight and shipping .....--esseseercccecsecersceeserereeees 68 81 9 106 
7 Inheritances and immigrants! funds .....-eeeeeeereereeeeecs Uy, 19 ae 22 
oa All other current receiptS ....eeeeeeccreeecsseeers Sarre ce 65 DT 65 62 
2 TOTAL CURRENT RECEIPTS ........-+00- Sighs Merck beheome een Mae 1,038 1,228 1,438 1,462 
B CURRENT PAYMENTS 
a Merchandise imports (adjusted) .....+sesseeeees Re Ae ee 96 1,293 1,082 876 
ih Travel expenditures .........- | NO ARs GING ee ee Ely Oe ie ate 5h Th 96 56 
5 Interest and dividends ........+. eat Oe el Stale Meteieterstone iene 100 96 91 163 
6 Freight and shipping ......scecceesecereeeeeecseeesceseecees 59 93 102 100 
7 Inheritances and emigrants! fundS ....seesececececeeecsececs 15 Ly 19 i 
9 Official contributions ......... irk aradcucl tele actin Chere eteversea ioness ia ¢ af 5 - 
11 All other current paymentS ......eeeecececcecccccceresscorcs 99 102 a33 109 
12 TOTAL CURRENT PAYMENTS .........-.0005 ee ry eee oe cin 1,580 1,503 1,326 
Balance on Merchandise Trade .....eeeeeeeeeees pig arevereie aerate - 131 - 241 - 38 + 263 
Balance on Other Transactions, excluding B 9 ..eceseeeeeeee - 104 - 106 - 27 - 12 
Official Contributions .....ccccccccrecsseccseces ee tieaatacdiee - it - 5 - - 
C CURRENT ACCOUNT BALANCE cc ccceccececceccccccccccccececceces - 236 - 352 - 65 +2 
D CAPITAL ACCOUNT 
Direct Investment 
5B Direct investment in Canada .....csccccccecccccccsecsscecs + L6 sins gl (3: +49 D9 + 13 
2 Direct investment abroad ......-.ceeeees Scr Oor ree - 3 - 4&4 - 4&4 - 
Canadian Securities 
3 Trade in outstanding issueS .......-.ee0- SS ee oita aa o's + 63 + 1 + - 
4 New issuee ose oo cee ae cle cower Lene ae oak tae ees a + 26 + 155 + 76 +1 
5 Retiremenvg. ..oerec ser. cae sie HN ioe rae Mean eee tei es = K25 an BY - 67 - 
Foreign Securities 
6 Trade in outstanding issues ......dcrseses news POT . + 1 +o + uD 
if New T9SUGS) <swews wees sme ws sine Biabs clalinjatate ararane aiwiwiaiw ictal aiolereinie = - et! - it - 
8 MGCUCSMSNUS eae carey cs «velcls b\o,0.sls sie ses see eae vale wisieiava svera.eca'e eet - 4 + 
Loans by Government of Canada 
10 Repayment of post-war loanS ....ceeeeeeereccerccesceces Sate ~ see - + 
1. Repayment of war loans ....... SCAU Se or tudes cinta es eee, tae +2 5S < 
14 Change in Canadian dollar holdings of foreigners ........... - 20 - 13 ma ef - 
16 Change in official holdings of gold and foreign 
exchange (increase,.minus) <....scesssecceesess ne ter ees + 110 = 65 + 64 - 
17 Capital movements, n.0.p. AP Se re CL Oe sis dias aioie + 32 + 195 - - 
Peter CAV IUAL MOVEMENT pyc iic ote arcs co mace'ss ae eae i Soe ae + 236 + 352 +965 - 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial items 
Bl) as settlers! effects and items like tourist purchases which are covered elsewhere in the accounts. 
Since 1951, furthermore, payments for defence purchases by governments have been substituted for the 
actual physical movements of the comiodities as reported in Customs trade statistics. 


11) This item includes government transactions (except merchandise trade and interest), personal re- 
11) mittances, miscellaneous income, insurance transactions, and business services. 


A minus sign indicates an outflow of capital from Canada, 
»2 Exclusive of undistributed profits. 


BALANCE UF INTERNATIONAL PAYMENTS 


data for 1952 are subject to revision. 


(Millions of dollars) 


IAG a5e2 1953 Annual Totals Quarters 
| 1952 
A 
1,009 ba a 1,049 aD 916 ey 1,076 3,950 4,336 4,261 1 
Al 35 37 oF 48 37 5L 150 150 R Boss &: 
2h a3 156 43 26 5k nial 27h 276 29h, 4 
17 eul 22 76 ar Bo eal 115 146 157 5 
81 93 89 97 fir 93 87 Sieysl 360 348 6 
a7 25 22 lg aks Bik 2h TL 81 87 7 
66 76 fhe! 96 7k take 85 ANS; 313 329 pa 
1,255 1,436 1,450 1,521 s/h 1,439 1,495 5,166 5,662 5 629 12 
B 
| 889 98h, 936 1,037 1,001 1,162 1,054 4,097 3,846 4,254 Hi 
62 96 108 70 67 oh, 122 280 336 353 4 
82 8s 95 148 83 98 78 450 413 107 5 
61 oh 101 102 65 102 105 35h 358 37h 6 
zat 2h 2h ees) Pas 25 22 70 oh ie) Z 
11 = Es 9 12 3 9 16 29 9 
100 110 17 127 110 127 132 1423 HAS 490 Le 
1,226 1,396 1,381 1,508 1,358 1,620 1,516 5,683 5,511 6,002 12 
120 + 139 + 113 + 118 - 8 - Ls + 22 Sy + 190 + 7 
80 - 99 - Ah - 100 - 90 - 121 - LO - 361 - 323 - 351 
ial Bs & =) es a a 2 =1i3 a 3G = 26 = =29 
29 + 40 + 69 + 13 Bek 181 - 21 - 517 + 151 - 373 C 
| 
| D 
' 68 + 75 + 103 + 86 + 90 40 70 + 309 + 332 + 346 a 
6 te 15 ares i) TOG x x a6 S20 = bh. x Z 
g 219 iS 1: <p +- LO - 36 - & * “38 - 95 - 55 3 
' 89 + 161 + 23 + 6 + 116 + 8 + 15 + 417 + 319 + 225 i 
} 12 RE) ——,; = 729 as - 3 ee Leh =! 89 757 5 
i 6 ee - 2 z 2: 3 oh + 15 +O a 6 
19 ey 2 aged: ae ee ap is - 20 - & 7 
| = Fe a is cP = 2 ant 3 - eet 8 
im + 9 She We day Hate ent? A aa ie vy Se rebar? a 3 10 
2 + 6 + 8 + 7. as + 7, + 39 + 3h + 23 + 57 aah 
5 es + 2 - 66 + L6 +. 22 65 - 192 =ne0e 63 WY 
' 2h =e 92 sa); nea + 16 + 91 oh - 56 a7 68 16 
176 Syl = 109 ooh Bawls + 50 - 9 + 128 497 87 17 
29 Sie SS) - 69 ex ial 3 + 18), + 121 + 21 + 517 - 151 + 373 E 


4 Excludes holdings of IMF and IBRD (D 17) 

6 Excluded are changes in accounts established by special arrangement. with the U.K. under which sterling 

| was acquired for codfish sold in Kuropean markets and was available for the repurchase of certain 
funded obligations (entries under D 5 and D 17). 


7 This item includes mainly short-term capital movements in the form of changes in international open 
| account commercial indebtedness, private and chartered bank holdings of exchange, and loans between 
private unrelated parties. It also includes the balancing item representing unrecorded capital 
movements and errors and omissions. 


Included with D 17. 
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QUARTERLY ESTIMATES OF 
ods / 
THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
AN 
FOURTH QUARTER, 1953 AND 


(EBELIMINARY ESTIMATES, CALENDAR YEAR 1953 


Canada's current transactions in all goods and services with other countries resulted 
in a deficit of $467 million for the twelve months of 1953 compared with a surplus of $157 million in 
1952. Most of this change occurred in the alteration in the merchandise trade account from an export 
balance to an import balance. This made up $546 million of the net change in the year of $624 mil- 
lion from a current account surplus to a deficit. About one-third of the change in the commodity ac- 
count was due to a drop in the value of exports while the remaining two-thirds resulted from the rise 
in Canadian imports. The deficit from all other current transactions rose by $78 million. This latter 
change was mainly due to larger military expenditures by Canada abroad, a deficit on freight account 
and some increase in official contributions to other countries. Not included above are goods and ser- 
vices of $246 million provided by the Canadian Government in 1953 as Mutual Aid to North Atlantic 
Treaty countries. 


The re-appearance of a current account deficit was mainly due to the decrease in the 
surplus with overseas countries from $1,015 million to $481 million. About half of this decline was 
with the sterling area. There was also an increase in the deficit with the United States from $858 
million to $948 million. 


Although there was a deficit in every quarter of 1953 most of this developed during the 
first half of the year, there being deficits in the first two quarters of $189 million and $190 million 
respectively. In the third quarter the deficit was $16 million and in the fourth quarter there was a 
deficit of $72 million. The striking increase in the volume of imports, which was mainly responsible 
for the appearance of the deficit in 1953, was reversed in the fourth quarter when import volume and 
value fell below the corresponding 1952 levels. 


Transactions on.current account have led to deficits in three of the last four years. The 
principal source of the deficits has been the payments made abroad by Canada on interest and divi~ 
dend account and for services, in the absence of an export surplus on merchandise trade. But the 
leading changes from year to year have been the fluctuations in the merchandise trade balance, with 
the disappearance of an export balance in 1951 and 1953, and only a negligible balance in 1950. The 
current account surplus in 1952 was due to a large export balance associated with a sharp fall in im- 
port prices for much of that year coupled with a large increase in exports of grains. The emergence 
of deficits has been closely related to the rapid increase in investment since 1949 and rising consumer 
expenditures. During this period there have also been substantial contributions of Mutual Aid by Ca- 
nada to NATO and other defence expenditures both in Canada and abroad which have had the effect of 
increasing the deficit in the balance of payments. In relation to total current transactions the deficits 
have been small; that of 1953 was only 4 per cent of total current transactions and about 8 per cent of 
total current receipts. 


Over the year as a whole the inflow of capital for direct investment and the net proceeds 
of new issues and retirements abroad of Canadian securities were together more than sufficient to 
finance Canada's net purchases of goods and services. The particularly persistent inflows of funds 
for direct investment in foreign-controlled enterprises in Canada, associated particularly with re- 
source development, have risen in each post-war year and have been a major contributor to the 
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wens 
relative strength of the Canadian dollar. Other types of capital movements varied both in nature and 
direction over the year, but on balance were outwards although on a greatly reduced scale in compa- 


rison with 1952. 


Opposite movements in trade lead to deficit “ 


The most important single change in the current account was the appearance of a mer- 
chandise trade deficit of $55 million in sharp contrast to the surplus of $491 million in 1952.5(4) 
While merchandise exports fell by $185 million, imports rose by $361 million. The rise in im- 
ports was due wholly to a rise of 9 per cent in the volume of imports, with average prices almost un- 
changed. The decline in exports reflects a fall of less than 2 per cent in volume and about 3 per cent 
in price. The slight deterioration in the terms of trade in 1953 contributed to the appearance of a 
deficit on merchandise trade, but by far the most important factor was the increase in import volume. 


In the first quarter of 1953 exports were more than seasonally low but in the next two 
quarters recovered in value and volume to approximately the 1952 levels. In the fourth quarter both 
exports and imports failed to show their usual seasonal increase. The decrease in exports was spread 

over a number of important products, including a decline in wheat exports which occurred mainly in 
the fourth quarter of 1953. Sales of wood pulp and some other wood products were lower but exports 
of newsprint paper rose to a new peak. There were some substantial decreases in exports of manu- 
factured goods including a decrease in exports of automobiles from the exceptional level of the pre- 
vious year, and sharply reduced exports of farm implements to the United States. While exports of 
lead and zinc were lower, aluminum and nickel exports increased. A number of overseas markets 
reduced their purchases of Canadian grains, metals, wood products and other exports. Increased ex- 
ports to the United States in some cases offset much of the decline in exports to overseas countries. 


The spectacular rise in the value and volume of imports in 1953 was not evenly distri- 
buted through the year. Some retardation in the growth of imports appeared in the third quarter, while 
the level of imports in the fourth quarter of 1953 was below that of both the preceding quarter and the 
corresponding quarter of 1952. The increases for the year were widespread, reflecting the higher 
levels of activity in most sectors of the economy in a period during most of which inventories were 
generally rising. The substantial increase in volume in 1953 follows an even larger rate of increase 
in the two previous years with the result that the volume of imports in 1953 was more than one-third 
larger than in 1950. Substantial increases occurred in imports of producers! investment goods such 
as machinery and electrical apparatus. Both durable consumer goods such as automobiles and refri- 
gerators, and non-durables such as textiles, showed large increases. Imports of a variety of indus- 
trial materials were also higher. Larger imports from the United States and the United Kingdom ac- 
counted for the bulk of the increase in imports. An increase of one-third in purchases from the United 
Kingdom was particularly notable. 


Larger deficit on non-merchandise transactions 


The deficit on non-merchandise transactions widened in 1953 by $78 million to $412 
million. This is the largest deficit for the so-called invisible items in the post-war period, andisa 
continuation of the substantial deficits appearing for these items since 1950. The enlarged deficit for 
these items in 1953 was due solely to transactions with overseas countries; transactions in non-mer- 
chandise items with the United States led to a reduced deficit in 1953. The payments balance for non- 
merchandise items deteriorated most in the first half of the year, when compared with the period one 
year earlier. This was the period when the trade deficit deteriorated most also. 


The largest change in 1953 occurred in the freight and shipping account. This change 
from a small surplus to a deficit is partly related to the changes in the volume and direction of trade. 
There was a decline in the receipts of Canadian shipping companies from carrying exports overseas 
and from traffic between foreign ports, and some reduction in receipts of inland freight. At the same 
time an increase in the volume of imports raised Canadian payments for the transportation of imports, 
although there was a decline in the cost of some transportation services. 


The other important change leading to the increased deficit on invisibles was in the 
miscellaneous account. Government transactions of a service nature have dominated changes in this 
account in recent years. While United States Government expenditures in Canada for defence purposes 


|S Pict Mahl St Se a an Tice Ee le AE 

(1) Export and import values are adjusted for balance of payments purposes, while price and volume 
indexes refer to unadjusted trade data. Adjustments are made to Customs imports and exports for 
non-commercial items, defence payments, and duplication with other parts of the current account. 
In 1952 and 1953 these adjustments reduced exports by about $20 million in each year and imports 
by about $180 million in each year. Thus changes in exports, imports and the trade balance will 


be about the same in both adjusted and unadjusted trade data, although the balances themselves 
will differ in each year. 


<3 


increased in 1953, the payments side of this account rose more rapidly. A large part of the increased 
payments arose from the settlement of costs incurred in Korea and in connection with Canada's com- 
mitments under the North Atlantic Treaty. Expenditures under the Colombo Plan were also larger. 
Both receipts and payments for business services rose in 1953. Higher levels of economic activity, 
resource development and foreign investment have raised payments in particular to very high levels 
in recent years. 


| A reduction in the usual large deficit on income account offset in part the increased 
deficits referred to above. Net payments of interest and dividends, which reached a peak of $384 
million in 1950, have been steadily reduced to a net payment of $271 million in 1952 and $251 mil- 
lion in 1953. Payments of interest and dividends at $410 million were relatively unchanged from 
1952 to 1953, an increase in interest payments offsetting most of the decline in dividend payments. 
Part of the decrease in dividend payments reflects cuts in dividend rates as earnings declined, while 
in other cases lower dividend payments were due to the retention of earnings for expansion programs. 
Receipts of dividends from Canadian direct investments abroad were substantially higher again in 
1953. Dividend receipts and payments cannot be easily related to such factors as the flow of funds 
for investment and to current earnings. Many of the current foreign investments in Canada, for ex- 
ample, are not likely to pay dividends during early stages of operation. The relation between current 
earnings and dividend payments is affected by decisions to retain earnings. Part of the larger divi- 
dend payments made a few years ago reflected the payment of past earnings, while part of the larger 
receipts in the last few years are related to the same factor. 


In contrast to previous years there was an appreciable rise of 10 per cent in the expen- 
| ditures of travellers from other countries in Canada. This was sufficient to reduce the deficit on tra- 
vel account with the United States from $37 million to $25 million as Canadian expenditures in the 
United States rose by only 4 per cent. Most of the gain in United States expenditures in Canada was 
due to an increase in traffic, particularly in the inward movement of summer visitors by automobile. 
The increase in expenditures of Canadians travelling in the United States was more moderate than the 
rise of 19 per cent in the previous year and seems partly attributable to increased purchases of mer- 
chandise by travellers. But there was a substantial rise of 23 per cent in the expenditures of Canadi- 
ans on travel overseas and only a small rise in the expenditures of overseas travellers in Canada. 
Consequently the deficit on travel account with overseas countries rose from $29 million to $38 mil- 
lion with the result that only a slight reduction occurred in the deficit in the travel account with all 
countries. 


| Gold production available for export was lower in 1953 than in 1952, reflecting mainly 
| the effects of the strike in the last part of the year. 


International Transactions with Principal Countries 
and Areas, 1952 and 1953 


(Millions of dollars) 


All Countries United States United Kingdom Other Countries 

1952 1953 1952 1953 1952 1953 1952 pes se 
Exports (adjusted) 4,337 4,152 2,346 2,458 eek 656 1,264 1,038 
Imports (adjusted) 3,846 4,207 2,813 3,045 350 462 683 700 
Balance on trade + 491 = 255 - 467 - 587 + 377 + 194 + 581 + 338 
Other transactions (net) - 334 - 412 - 391 - 361 $e LO sie 53 + 47 + 2 
Current account balance + 157 - 467 - 858 - 948 + 387 + 141 + 628 + 340 


ae 
Surplus with overseas countries sharply reduced throughout 1953 


The deterioration of the current account in 1953 was due largely to transactions with 
the United Kingdom and other overseas countries. The fall in the current surpluses with overseas 
countries, while occurring throughout 1953, was particularly large in the first half of the year, when 
compared to the period one year earlier. Exports to the United Kingdom were lower in 1953 while 
imports rose sharply. The small surplus on non-merchandise items in 1952 changed to a deficit in 
1953, reflecting primarily the settlement of defence costs. The resulting current surplus of $141 mi 
lion with the United Kingdom was well under those of any post-war year except the virtual balance in 
1950. The current surplus with other sterling area countries was also decreased to $85 million, 
largely due to a greater fall in exports than imports. A substantial fall in exports to other overseas 
countries was the main factor in reducing the surplus with these countries as a whole. The disappea 
rance of the surplus on services with this group of countries was also an important factor which was 
due to the coincidence of a variety of factors affecting most items. The rise in the deficit with the 
United States was wholly due to commodity transactions. While exports to the United States rose in 
1953, merchandise imports rose more rapidly. The deficit on non-merchandise transactions with the 
United States was reduced, due to improvement on travel and income account and larger receipts 
from United States Government expenditures in Canada. 


Merchandise trade surplus in fourth quarter 
ile cn SRS AALS 


A surplus of $50 million on commodity trade was recorded in the fourth quarter of I'9a 
The usually large net payments for non-merchandise items in that quarter, however, led to a current 
account deficit of $72 million in contrast to a small surplus of $13 million one year earlier. The 
value and volume of exports and imports in the fourth quarter of 1953 were below the corresponding 
1952 levels. Ona seasonally adjusted basis the volume of exports in the fourth quarter of 1953 was 
at the lowest quarterly level of the past two years while the volume of imports was less than in any 
quarter since the first half of 1952. Much of the fourth quarter decline in exports was due to lower 
sales of grains, while the drop in imports coincides with a period when most business inventories 
were declining in contrast to the general increases earlier in the year. The deficit on non-merchan- 
dise items increased over that of the fourth quarter of 1952, as receipts fell more than payments. 
Payments were lower as compared to the fourth quarter of 1952 because of lower dividend and freig 
payments. Receipts fell as gold available for export reflected the strike in the mines and freight re- 
ceipts fell with the decline in export volume. 


In the first quarter of 1953 merchandise exports were well below the corresponding 
quarter of 1952, while imports exceeded the 1952 level. An import deficit of $83 million contrasts 
with an export surplus of $121 million in the first quarter of 1952. Both exports and imports rose 
rapidly in the second quarter of 1953, and with imports at a new peak, a deficit appeared on merchan 
dise trade once more in contrast to the situation one year earlier. The first half of 1953 was the pe- 
riod of most rapid deterioration in both the trade and non-merchandise items. Receipts for services 
and from non-monetary gold exceeded the 1952 levels in this period but the increase in payments for 
services was greater. In line with changes in the volume and direction of trade, freight receipts wer 
lower while payments rose over the levels of the first half of 1952. Dividend payments were also 
higher, and government payments abroad for defence costs were heaviest in the second and third quar 
ters. The small current surpluses of the first two quarters of 1952 changed to deficits of $189 milli 
and $190 million in the first two quarters of 1953. 


The volume of imports reached a post-war quarterly peak in the second quarter of 195 
Both import and export values fell in the third quarter but the greater fall in the former led to a sma 
surplus in trade. Both receipts and payments for non-merchandise transactions rose by about the 
Same amout over the period one year earlier. The current deficit of $16 million was the smallest fo 
the year, due both to an improved trade balance from the preceding quarter and the seasonal peak in 
travel receipts in the third quarter. 


Capital movements and Canada's balance of indebtedness 


Canada's current account deficit was, of course, financed by an equivalent net import o 
capital from abroad. Flows of private capital for long-term direct and portfolio investment together 
were more than enough to meet the deficit of $467 million in 1953. In 1953 other capital movements 
were on a generally reduced scale compared with 1952. In that year persistent long-term capital in- 
flows coincided with a current surplus and extremely large short-term capital outflows took place as 
a consequence. 


Canada's transactions with other countries in 1953 contributed to a further growth of 
Canada's international indebtedness. At the end of 1952 foreign long-term investment of all types in 
Canada was estimated at about $10.2 billion, and it seems likely that this increased to nearly $11 
billion during 1953. But Canada also has a considerable investment abroad in the form of private di 
rect and portfolio investments, and of government assets including both loans to other governments 
and official holdings of gold and foreign exchange. Canada's net balance of international indebtednes 
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after declining through the war years has been growing with the period of heavy expansion in the 
Canadian economy, and is now again approaching the level of $5.5 billion recorded in 1939. The great 
growth of Canadian productive resources since that time, however, has been chiefly financed from 

the savings of residents of Canada. 


Interest and exchange rates in 1953 in relation to Canada's balance of payments 


Changing inter-relationships between interest rates in Canada and in the United States 
appear to have played an important role in Canada's balance of international payments in 1953. Over 
the year as a whole interest rates in both countries rose very slightly and the spread of 90 base points 
between representative long-term government bonds remained unchanged. In the course of the year, 
however, marked differences developed. By May and June, as a result mainly of higher rates in the 
United States, the spread had narrowed to 59 base points. The changing conditions in money markets 
in the United States, of which these figures are a reflection, resulted in a sudden but limited wave of 
liquidation of non-resident holdings of Canadian government bonds in the second quarter of the year; 
they were also a factor contributing to a sharp decline in the sale of new issues abroad by Canadians. 
As interest rates in the United States fell again in the latter part of the year, the volume of new issues 
abroad rose sharply and net capital imports also developed from trading in outstanding issues of go- 
vernment bonds. 


At the close of the year the price of the United States dollar in Canada was 97.37 cents, 
an increase of 0.34 cents in the year. The trading range over the year of 3.03 cents was narrow in 
comparison with 1952. Despite the emergence of a substantial current account deficit in the first 

quarter, representing a change of over $200 million, heavier long-term capital inflows for direct in- 
-vestment in Canadian enterprises and for new issues of Canadian securities provided strength, and 
the United States dollar rose only from an average of 97.02 cents in the fourth quarter of 1952 to 
97.71 cents. In the succeeding quarter there was little change in the current account deficit but the 

| sharp contraction of new issues and the capital outflow on account of outstanding securities contri- 
buted to a further rise to 99.08 cents. The substantial reduction of Canada's current account deficit 
in the third quarter was probably the leading factor in the fall of the United States dollar to 98.82 
-cents. In the final quarter, when the rate averaged 97.77 cents, the effects of a somewhat larger cur- 
rent deficit were more than offset by a substantial increase in the volume of new issues. 


Summary of Capital Movements, 1952 and 1953 


(Millions of dollars) 


1952 1953 
| Direct investment in Canada + 332 + 385 
t 
Canadian securities 
| Trade in outstanding issues = 9D - 31 
New issues + 319 + 322 
Retirements - 89 a ae: 
| Official loan repayments + 56 + 87 
Canadian dollar holdings of foreigners - 66 - 13 
: Official holdings of gold and foreign 
exchange od + 38 
Capital movements n.o.p. se OT chy ae va! 
| ee 


| Net Capital movement financing 
current account balance - 157 + 467 
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Large direct investment capital flows both to and from Canada 


The flow of capital into Canada for direct investment in foreign-controlled enterprises 
continued to increase in 1953, as it has each year since the end of the war. The net movement is ten- 
tively estimated to have reached a record figure of $385 million in 1953, an increase of some $50 mil 
lion over the preceding year. United States residents provided about C225 million of the total. Pre- 
liminary figures suggest that the net movement from the United Kingdom, which was placed at $15 
miilion in 1952, was probably from two to three times this in 1953, and movements from other over- 
seas countries also appear to have increased significantly. Nearly one-half of the total inflow went 
into the petroleum industry including exploration and development, pipelines, and refineries. Account- 
ing for more than one quarter was the mining industry and related transportation facilities. Foreign 
direct investment capital also went into a variety of other businesses in Canada including the manu- 
facture of such products as aircraft, home appliances, chemicals, and electric cables, and into such 
service fields as merchandising and banking. And it should not be overlooked that substantial amounts 
of the capital inflows recorded under other categories also were directly related to the financing of 
Canadian industry. A further $30 million was, for example, provided by non-residents to mining and 
petroleum companies through the purchase of new stock and bonds issued by Canadian companies and 
through the extension of short and long-term loans recorded under "other capital movements". Ma- 
nufacturing companies and finance companies also received important amounts of capital in this form. 


Preliminary data suggest that the outflow of capital for direct investment in Canadian- 
owned enterprises abroad was of the order of $55 million, a considerable reduction from the total for 
1952, but well above earlier years. About one-half of the net movement was to the United States, and 
the balance was to overseas countries, including the United Kingdom. As in 1952 capital was supplied 
to a variety of undertakings including manufacturing industries, petroleum and other mining enter- 
prises, and to utilities. 


Portfolio security transactions also lead to capital inflows 


Portfolio security transactions gave rise in 1953 to a net capital movement into 
Canada of $144 million, somewhat higher than in 1952 but well below the levels of the two preceding 
years. Trade in outstanding issues led to a relatively small purchase balance or capital outflow of 
$12 million, in contrast to the record outflow of $85 million which occurred in 1952. Taking the 
year as a whole, the general pattern of trading was much the same as in 1952. There continued tobe n 
repurchases of Canadian government bonds from the United States, offset by net sales of securities 
of Canadian corporations. But these movements took place on a reduced scale and the repurchase 
balance with the United States fell. There was a striking increase in net sales to the United Kingdom 
of outstanding securities, mainly Canadian, which totalled $29 million; this was the first annual sales 
balance since 1937. Net sales to other overseas countries aggregating $20 million were also higher 
than in the previous year but did not reach the very high levels of 1951. 


New issues and retirements of Canadian securities led to a net capital inflow of $178 
million, while similar transactions in foreign securities led to an outflow of $22 million. Sales to 
non-residents of new Canadian issues were concentrated in the first and last quarters of the year 
when a substantial volume of financing was done in the New York market. The rapid rise of long- 
term interest rates in the United States in the second quarter, already referred to, contributed to a 
lower volume of offerings abroad in the middle quarters of the year. Two-thirds of the new issues 
sold to non-residents were those of provinces and municipalities, and the balance was about evenly 
divided between funded debt and equity securities of corporations. Retirements of non-resident owned 
Canadian securities were dominated by the repurchase in the second quarter for Government account 
of $75 million Canada 3/63 (external) loan; this transaction was financed directly by a reduction of 
Canada's official holdings of gold and foreign exchange. Further comment on international security 
transactions in 1953 will be found in the DBS report ''Sales and purchases of Securities between Ca- 
nada and Other Countries, December 1953, and Review of Trade during 1953". 


Other capital movements closer to balance than in 1952 


Repayments on loans to foreign governments brought Canada $87 million in 1953 
compared with $56 millionin 1952. Settlements from the United Kingdom on the Canadian loans of 
1942 and 1946 accounted for $64 million of the 1953 total, representing an increase of $27 million 
over the preceding year. The new agreement between the United Kingdom and Canada with respect 
to repayment of the 1942 loan was discussed in detail in the last issue of this report. 


sy Hoe 


Over the year foreigners reduced their holdings of Canadian dollars by $13 million, 
increases of $67 million in the first half of the year having been more than offset by decreases of 
$80 million in the final six months Canada's official holdings of gold and foreign exchange also de- 
clined over the year. A decrease of $107 million in the first half of the year was accounted for prin- 
Cipally by the Government debt repatriation mentioned above; in the final half of the year official 


holdings rose by $69 million, leaving a net decrease or capital inflow of $38 million for the year as 
a whole. 


All other capital movements continued to be outwards on balance as in 1952. The net 
outflow of $119 million in 1953 represents, however, a Significant reduction from the figure of over 


$500 million in the preceding year. In the second quarter of the year when there was the greatest 


pressure on Canada's balance of international payments a net inflow was recorded, the first such 
balance in this category of capital movements since the period of credit stringency in 1951. Precise 
analysis of this category of movements is not possible at the present time, and it should be noted that 
the heterogeneous character of the transactions covered makes the balance of limited significance. 


Canadian Mutual Aid to NATO Countries 


Canada's contributions of Mutual Aid to North Atlantic Treaty countries under the 
Defence Appropriation Act are of related interest although not includedin the statements shown in 
this report The value of goods and services contributed by Canada as Mutual Aid in 1953 was $246 


' million bringing the total in the four years ending’ 1953 to approximately $648 million. The amounts 


in the earlier years of 1950 to 1952 were $57 million, $145 million, and $200 million respectively. 
In contrast to previous years a substantial part of this aid in 1953 took the form of military equipment 
currently produced in Canada. In addition there were again shipments of military equipment and stores 


from existing stocks in Canada, and the provision of air training by Canada to air crews of member 


countries Many of these forms of aid directly or indirectly affected the balance of payments, in the 


direction of increasing the deficit. 


Mutual Aid by Canada is additional to defence expenditures incurred in connection 


_with the equipment and maintenance of Canadian military personnel in the North Atlantic Treaty 


countries, which are included in balance of payments statements, as are other military expenditures 


abroad. 


Forthcoming annual report 


A more detailed presentation and analysis of Canada's internationa] accounts in 1953 
will appear in the D.B.S. publication The Canadian Balance of International Payments, 1953 and In- 


ternational Investment Position which is expected to be published before the middle of the year. 


QUARTERLY ESTIMATES OF THE CANADI/ 


Note: Data for 1953are preliminary and 


¢ Le) ok 1952 
a id Be IV i 
A Current Receipts 
1 Merchandise exports (adjusted)......-cssssneerts 815 952 1,044 1,439 1,010 
3 Gold production available for ExPOrt «seers 37 43 35 35 ral 
4 Travel ExPeNditures .....sscccseeeseessssessnrsseensesseenseanennees 23 51 hey 43 2k 
5 Interest and dividends «....-cssccsecssssesrseresneesterssseeneestees 16 25 19 55 1 
6 Freight and Shipping.....c.-ssccsscsssessseee reece: 68 81 96 106 8h 
7 Inheritances and inimigrants’ fUNdS «0-1: 14 19 22 22 17 
11 All other current receipts ....-cssssseecseeseersees 65 a 65 62 63 
12 Total Current Receipts..-..-ccccceseseeeeseeserereesesnenee 1,038 eee 1,438 1,462 L200 
B Current Payments 
1 Merchandise imports (AdjUStEd)....---ssssssrsesreeereeseseenes: 946 1,193 1,082 876 889 
4 Travel Expenditures ...sccsccsssseernseseessesese senses cesneresenenay 54 7h 96 56 63 
5 Interest and dividends «......sceccsssessssssesesssseeessnnnessnenee 100 96 91 163 82 
6 Freight and shipping.......csssesscssssecssseessesssesennscssssensecs 8: 93 102 1007 65 
7 Inheritances and emigrants’ funds «....-...ee sees 15 ue 19 19 2% 
9 Official CONtribUtiONS .....-..sseseceeessereese sees sneeeteneecetnes ak 5 = 3 11 
11 All other current PayMeNts.......esescscecrseensneneeseeesecseess 99 102 113 109 97 
12 Total Current Payments .......-cccccessecserenenenenenees Li 27k 14560 503 1,326 Lace 
Balance on Merchandise Trade .-.-:--ssrecrsrsesreseeeeerens ee! oe = 2h) - 38 + 263 Py 
Balance on Other Transactions, excluding B 9 ..... - 104 = 106 kT a) oo =i ok 
Official COMtributions......ccccsecreecsesceenesteecseereren, iL = S = x 3 =, 3 
c Current Account Balance «......-ssesscsssecnsssseessseneseeeeenns 236 - 352 - 65 + 136 + 28 
D Capital Account 
Direct Investment 
1 Direct investment in Camada....cccseesccscrceecne + L6 + 75 + 5 + 135 + 68 
2 Direct investment abroad «.....ssesceessssseercnee esters 3 - 4 eae = oe - «6 
Canadian Securities 
3 Trade in outstanding iSSUCS ..-sceeerecene F 63 + ih Eat es a 
4 NEW iSSUCS.c0-ssescsesseseecsscsntscneneecssecensseecesensecnen essere 26 + 155 + 76 4 15h + 89 
5 Retirements ...c.cccssccssssscesesecssseescessenssensesneeennsereearers 25 - 37 Eee Si =i ead olan 
Foreign Securities 
6 Trade in outstanding iSSUES ....--eeseeerr ali 4: 5 Ft f. + Ve A 6 
4 NEW iSSUES...cs:cscssecerssccesseseseceerensscnesseaeerenaranenen arse ene - ~ i = 1 3 ta _. ie 
8 Retirements .....ccccscscssscesecesccrereerersereseecersaessreesaeenseses oF ak AS + a + q. a 
Loans by Government of Canada 
10 Repayment of post-war loaMs «...-.e-sceceseereees srerers = + F a ee 4, a 
11 Repayment of war LOaM.....scececsssreercrsrseereners 5 + dh + g + i % 2 
14 Change in Canadian dollar holdings of foreigners <= 20 - 13 - 77 - 82 - &F 
16 Change in official holdings of gold and foreign 
exchange (increase, MINUS)... #& 110 - 45 + 6h = 185 + oF 
LT Other capital movements + 32 + 195 & & = 08 - 175 
E Net Capital Movement........-cmcsrsssssssnerossenssnternsseesesonseense 236 + 352 + 65 =Aeee = Be 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments 


A1) As used in the balance of payments, merchandise trade is adjusted to exclude such 
: ; : : ’ non-c and 

B 1) _ items like tourist purchases which are covered elsewhere in the accounts. Since 1951, iethennors (pee ae i detente areas - 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistics. 


Ait) This item includes government transactions (except merchandi 
ence ae reninese si bay p ndise trade and interest), personal remittances, miscellaneous income 
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BALANCE OF INTERNATIONAL PAYMENTS 


data forl952 are subject to revision. 


Annual Totals 


i} Lis IV I IT ELT IV 
(millions of dollars) 


mes, 1,0L9 1,155 Pismo 4077. 0k 
35 37 37 L8 37 30 29 
53 156 42 26 57 172 47 
31 22 ‘eC 27 33 23 76 
98 98 103 7? 92 87 89 
27 22 19 16 28 2h, 1 
72 72 9h 73 79 96 81 
1,439 1,456 1,522 1,180 1,439. 1,509 1,387 


NOTES: 
' D A minus sign indicates an outflow of capital from Canada. 
 D1,2 Exclusive of undistributed profits. 


Di7 Thisitemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions. 
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Canada's transactions in goods and services with other countries resulted in a current 
count deficit of $170 million in the first quarter of 1954, compared with a deficit of $184 million 
the first quarter of 1953. Both merchandise exports and imports were lower than in the same pe- 
od one year earlier but the greater fall in imports lowered the deficit on trade by $34 million. Net 
1yments for invisibles, on the other hand, were larger by $20 million. 

Very heavy receipts from the sale abroad of new issues of Canadian securities were 
jrtually sufficient to cover this deficit, but there was a sharp decline in the import of capital for 

rect investment in foreign-controlled enterprises in Canada. The sum of the net capital inflows of 
reign direct investment capital, portfolio security transactions and government loan repayments 

as however unchanged from the fourth quarter of the year. Total official holdings of gold and foreign 
«change rose by $4 million over the quarter;holdings of gold and United States dollars were increased 
r $35 million in the first two months of the quarter but decreased by $26 million in March. Other 
itflows of capital were much smaller in the first quarter of 1954. On the exchange market the noon 
rerage price of the United States dollar in Canadian funds was 97.01 cents compared with 97.77 cents 
rer the last three months of 1953. This price had fallen month by month from 99.44 cents in June 

153 to 96.65 cents in February 1954. Through March a rising trend was in evidence and the noon 
rerage was 97.08 cents although market transactions were recorded on the final day at as high as 

fd cents. 


| Canada has had quarterly deficits on current account continuously since the beginning 

' 1950, except for the fourth quarter of 1951 and during 1952. The current deficit was $184 million 

1d $191 million in the first and second quarters of 1953, but was reduced to $13 million and $51 
illion in the next two quarters. The rapid rise in import volume in the first half of 1953 was the 

‘ost important factor in the re-appearance of deficits after the small surpluses of 1952. Contribu- 

ry factors were the relative stability of export volume in the first half of 1953 compared to the first half 

1952, some deterioration in the terms of trade, and a deficit on invisibles larger than that for any 

ilf year period since the war. The smaller current deficits of the second half of 1953 were due partly 
seasonal improvement in merchandise trade and invisible items. An important part of the change, 

bwever, reflected a retardation in the growth of import volume after mid-1953. In the fourth quarter 

1953 both export and import volume fell below the levels of one year earlier, with wheat accounting 

ir an important part of the fourth quarter drop in exports. 


ommodity trade lower in value and volume 


As usual,trade in the first quarter was subject to a variety of influences both inside 

id outside of Canada. While reduced incomes and production in the United States influenced some 
<ports, demand for other commodities remained high and some contractions in receipts like the drop 
| non-monetary gold were the result of special or non-recurring factors. At the same time economic 
stivity in many overseas countries continued high and this was partly reflected in the maintenance of 
anadian exports overseas. The reduced level of Canadian imports seems partly a continuation ofa 
2action from the peak levels reached in the middle of the previous year, as well as reflecting reduc- 
lons in the levels of production and some types of business activity in Canada. 


1 
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irepared in the Balance of Payments Section, International Trade Division. 
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4 the value of exports fell by $49 million and imports by 
Both export price and volume were some three 
Import prices rose slightly by contrast, 


In the first quarter of 195 
$83 million compared to the period one year earlier. 
per cent lower. Import volume fell almost eight per cent. ; 
and the terms of trade deteriorated about 3.5 per cent compared to the first quarter of 1953. The 
decrease in export volume was entirely restricted to January of 1954, and that in import volume was 
sharpest in January but was also reflected in the other two months of the quarter. 


The decline in both merchandise exports and imports with all countries was about the 
same as that in trade with the United States. While sales and purchases of merchandise with overseas 
countries as a whole remained virtually unchanged, this pattern was not repeated by major countries 
or areas. Exports to the United Kingdom were higher while imports fell, thus increasing Canada's | 
trade surplus with the United Kingdom. The surplus with other sterling area countries, however, was 
reduced; exports to this group of countries were down sharply, particularly to India and Pakistan, while 
imports increased. The trade surplus with the remaining countries was not greatly altered. While 
OEEC countries took more exports and those to Japan were sharply increased, a number of Latin 3 
American countries decreased their purchases from Canada. 


The larger declines in export values in the first quarter of 1954 were in wheat, automa 
biles and base metals. Lower wheat exports reflect particularly the large shipments made in the first 
quarter of 1953 to India and Pakistan. The decline in exports of wheat in the fourth quarter of 1953 
and first quarter of 1954 together accounted for almost half of the fall in exports compared to the cor 
responding quarters of 1952 and 1953. The largest group of exports and Canada's largest export pro 
duct, the wood products group and newsprint respectively, continued at high levels. Exports of wood 
pulp increased, while planks and boards were lower. All major base metals except nickel fell in ex- 
port value, reflecting mainly lower volume. Chemical products and exports of some animal products 


were higher. 


The decline in imports was heavily concentrated in the fibres and textiles group and the 
iron and steel group, and for both groups generally reflects volume rather than price decreases. The 
decline in textile imports was widely spread throughout both raw materials and finished products, but 
mainly in cotton and products. Imports of farm implements and machinery were greatly reduced, and 
automobiles and parts were somewhat lower. Non-farm machinery was, however, at approximately the 
level of the first quarter of 1953. The retardation of the rapid growth in import volume in the third — 
quarter of 1953 and the declines in volume since then reflect in part the relatively high level of inven: 
tories and cessation of growth in inventories in some industries. 


Larger deficit on invisibles 


Net payments for invisibles rose by $20 million to $120 million in the first quarter of 
1954 compared to the same period of 1953. This change was due to a fall in receipts of $20 million 
while payments were unchanged. Non-monetary gold available for export accounted for $13 million o 
the fall in current receipts. This decrease reflects the high levels of the first quarter of 1953 and the 
fact that the strike in the mines was in effect for part of the first quarter of 1954. Larger net payments | 
of interest and dividends accounted for the remainder of the increase. While dividend receipts have 
risen sharply in the last few years payments have fallen. In some cases the lower payments in recent 
quarters reflect lower earnings, but in part they also reflect decisions to retain earnings in Canadian 
subsidiaries. Receipts and payments on freight and shipping account were both lower, reflecting in 
part the lower volume of trade. Travel receipts and payments were virtually the same as in the first 
quarter of 1953. The other invisible items were also relatively unchanged. 


While merchandise trade has played the leading role in the deficits since the first quart 
of 1953, larger net payments for invisibles have also contributed to the change. The deficit on these 
items in 1953 was the largest since the war, and that for the first quarter of 1954 has been exceeded © 
only twice in the post-war period. Increased deficits on invisibles in recent years arose particularly 
from the appearance of deficits on travel and freight and shipping accounts, and larger payments for 
government military services. In contrast, net payments for interest and dividends have tended to fa ie 


Transactions by Areas 


In 1953 the current account deficit with the United States had widened by $75 million to 
$924 million while the surplus with overseas countries was sharply reduced by $528 million to $485 
million. About four-fifths of the deterioration in the trade balance and all of the increased net payments 
for invisibles in 1953 were due to transactions with overseas countries. In the first quarter of 19547 
overall deficit was somewhat reduced from that of the same quarter of 1953, with a small decrease in 
the deficit with the United States and a small increase in the surplus with overseas countries. 
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| Exports and imports with the United States were both lower compared to the first 
arter of 1953, but with the greater fall in imports the trade deficit with the United States was reduced, 
reased net payments for invisibles offset most of this however. The largest declines in exports 

tre in base metals, although nickel exports were higher. Reductions also occurred in exports of 

im machinery and planks and boards, but wood pulp exports and some animal products were higher 

.d newsprint was well maintained. The fall in imports was mainly in three groups of commodities. 
»xtile products were down by almost one-third, some iron products were lower and especially farm 
iplements and machinery, and imports of fuels were lower. 


While exports to and imports from overseas countries were about the same as in the 
‘rresponding quarter of 1953, the pattern was not consistent throughout. Exports rose to the United 
ingdom and fell to other overseas countries while the reverse was the case with imports. The unusual 
ficit on invisibles with overseas countries was continued. 


Exports to the United Kingdom had fallen in the first half of 1953 but exceeded the levels 
one year earlier by the second half. The increase in the first quarter of 1954 over the same period 
1953 was concentrated mainly in agricultural products and wood products. Wheat and flour exports 
;re about the same, but some other agricultural products such as barley and particularly tobacco were 
gher. Exports of several wood products were higher, including pulp and newsprint. While the picture 
}s mixed for non-ferrous metals and products the group as a whole was lower. The decline in imports 
»m the United Kingdom was mainly concentrated in the textiles group. 

Trade with other overseas countries indicates a small decrease in exports and somewhat 
ther imports. The fall in exports can be traced partly to lower shipments of wheat to India and Pa- 
stan and lower shipments of automobiles to a number of sterling area and Latin American countries. 


w issues higher, direct investment lower 


During the first quarter of 1954 portfolio security transactions resulted in a net capital 
low of $171 million. This was the largest net quarterly movement into Canada since the spectacular 
‘low of $304 million which occurred in the third quarter of 1950, a period ending in the withdrawal of 
ed exchange rates in Canada. The inflow reflected principally receipts of $169 million from the sale 
oad of new issues of Canadian securities. Provincial direct and guaranteed debentures accounted for 
» largest part of the total but corporate and municipal bonds were also of importance. Interest rates 
tboth Canada and the United States fell over the first quarter of the year, but the spread between them 
rrowed, reducing the interest-cost advantage of seeking capital in foreign markets. 


| 
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A sharp decline occurred in the net inflow of foreign capital for direct investment in Ca- 
dianindustry, which is tentatively estimated to have totalled $65 million in contrast to the inflows of 

08 million in the preceding quarter and of $103 million in the corresponding quarter of1953. The in- 
.w was smaller than for many quarters past. Capital imports for petroleum exploration and develop- 

ent appear to have been maintained but there were other large transactions in the first and final quarters 
1953 which did not recur. Some of the major investment programmes of foreign companies are ap- 
aching completion and their financial requirements are becoming smaller. Direct investment inflows 
bm the United States, the United Kingdom and from other overseas countries were all smaller than in 

} fourth quarter of 1953. 


. One of the largest changes in the capital account was the reduction of the outflow on ac- 
unt of "capital movements n.o.p.'' from the very high levels recorded in the first and fourth quarters 
1953 and in most of 1952. Detail is not yet available to permit authoritative analysis of these move- 
“nts. It is clear, however, that a wide variety of inflows and outflows was involved. Companies engaged 
tthe consumer credit field were substantial importers of capital. Important movements both inwards 

4d outwards occurred in the short-term financing of companies engaged in capital expansion programmes 
‘Canada. There is some evidence of a further growth of Canadian holdings of bank deposits in the United 
ites which may reflect the partial deferral of the transfer of proceeds of new security issues. It seems 
ely that the contracting values of trade, and the rising value of the United States dollar in terms of Ca- 
jian funds in the latter part of the quarter, may have given rise to shifts in Canada's international ac- 


ants receivable and payable. 


hrrent Transactions All Countries United States United Kingdom Other Countries 


irst Quarter 1953 1954 1953 1954 1953 1954 1953 1954 
sports (adjusted) 918 869 590 539 119 134 209 196 
1ports (adjusted) 1,002 919 759 679 103 93 140 147 
ilance on trade - 84 - 50 - 169 - 140 + 16 + 41 + 69 + 49 
her transactions (net) - 100 - 120 - 79 - 101 - 14 - 13 DOE - 6 


irrent account balance - 184 - 170 - 248 - 241 + 2 + 28 + 62 + 43 
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QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 195d,are preliminary and 


1951 ae Pe ee 
A Current Receipts 
1 Merchandise exports (adjusted).....sscsesesereeererseesnens a4 2359 1,010 22h 1,049 1,156 
3 Gold production available for ExPOFt ......+:sseseerseres 35 Al 35 SY a7 
4 Travel @xPenditures ..sccssccsseeccsscsssessecesneneesssnseseenceenes 43 24 53 156 42 
5 Interest and dividends .. 55 / 32 23 73 
6 Freight and shipping... = Ae ee, 106 8h 98 98 103 
7 Inheritances and foe! pie ec akeretenn 22 17 27 22 19 
11 All other current receipts ......sesssssscssesssseeceeeteenseeres: 62 58 67 67 89 
12 Total Current Receipts............ 1,462 esa 1,436 1,452 1,519 
B Current Payments 
1 Merchandise imports CAT neh nade Ss 876 890 985 937 1,038 
4 Travel Expenditures ..vesesscsssssesssseeescecsencessencenneneens seen s 56 63 97 110 on 
5 Interest and aividendit BEM NE eee cee 163 rS2 88 95 148 
6 Freight and shipping... aR PIR rts Bet see 100 65 98 105 107 
( Inheritances and onienare! finds Ee siento tes 19 21 24 2h 25 
9 Official CONtTIDULIONS «.....scscseesecssreesecrenseceenaeseseeeanens 3 iat - a 5 
11 All other current PAyMeNts......s.ccsceececreecrseerensneneeceneees 109 91 100 106 108 
12 Total Current Payment .........ssssssssseesseeeseneeneeenees eco AS: 1,392, ites oan 1,502 
Balance on Merchandise Trade .. ee a een ert + 263 + 120 + 139 +112 + 118 
Balance on Other Transactions, excladine Bé 9 faa - 124 - &1 -~ 95 .= 37 =e 
Official Contributions cscs .vte.-csscsecces sees sstdsivecvencnancnsoness = 5 - ill = = = 5 
Cc Current Account Balance ..........::cesssesecessseeeseeeeeeeneeneeeees + 136 + 28 + Ah + 75 + 8 
D Capital Account 
Direct Investment 
1 Direct investment in Canada.......csssscecseecscecreeceeees + 135 foray + “98° 45106 +) *Cm 
o: Direct investment abroad «.........-..ssecesocesrsecers cesnresees = 9 - 9 3 Bil - 19 ~! 196 
Canadian Securities 
3 Trade in outstanding issues ........ - 37 = - 19 nels hs mi. 
4 BEGG TSS ILS cis ehbs crctacense peat e eile ance alaadistescdsecasemsiesconist + 154 + 88 +159 + 23 + 6 
5 FReLIROMIGIES ceccancs esis cathe as saunas iteae nee MemnenecaCconare ct - 55 il = \l) Soe = 28 
Foreign Securities 
6 Trade in outstanding ISSUES «.......ssesseereeeseeeenes + 4 + 6 “a 3 ike ee g 
(3 NOW ISSUCS.......-00c0c0sccscecesceecseeesnen ssnenesesscrsnrere ea cven sees - d1 - 19 ar oT = a 
8 RReLITSMCNE S ererrecrteteors ce oratee ast reotasctassanestccsonanoecaeeoren + Al = a .. a 
Loans by Government of Canada 
10 Repayment of post-war loans ........sscsesseseeeeceeneeee + 27 = + 9 as +e 
11 Repayment Of war LOANS .....<:..scc.csesssvess ccnveseoeseseesss + fy + 2 re bu ale 8 PY 7 
14 Change in Canadian dollar holdings of foreigners.. - 82 - &4 “eh, ote aig ee 
16 Change in official holdings of gold and foreign 
exchange (increase, MiINUS)....-.....c.cse--ceeeseseeeceeseees - 185 + 2h = ~32 i265 =" OF 
eg GaAital MOVIEMENES sO sDelsesoscsoececercesecceecoreneaers-snrese= - 95 - 175 2uys9 9195 ega 
E TNs PsIL AL GVO NNG INE cxceccercctes sn sce cveg cons cone ns eateceeseeaeeeeoascs - 136 mes = Lipewseas a 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments 


A1) As used in the balance of payments, merchandise trade is adjusted to exclude such 
non: 
B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthepmore age Tatas pera 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistics 


A 11) This item includes government transactions (except merc 
ee iat ad kesines tee p handise trade and interest), personal remittances, miscellaneous income, 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1953are subject to revision. 


lh heen Wyn Annual Totals Four Quarters 
endi 
es eS) 19 19 March 1 9 
(millions of dollars) 
918 1,123 1,077 1,044 869 3,950 ps No 4,152 4,103 ‘ 1 
48 oi 30 29 35 150 150 1A4 131 3 
26 vA i72 47 2h 27h 275 302 300 4 
26 32 2h 82 2h 1.5 145 164 162 5 
71 92 86 88 68 351 383 537 334 6 
16 27 26 23 17 T7 85 92 93 7 
69 73 95 8h 68 249 281 321 320 11 
Sees = 8 ty "1 5510" 15397" 1,105 5,166 §=65,658 =5,512 5 43 12 
002, 1,161 1,052 9944 919° 4,097 3,850 4,209 126 7 
68 95 12h 78 67 SoNSo Wen levered x aya , 
86 102 81 TAL 91 450 413 410 415 5 
70 108 110 9h 66 354 375 382 378 6 
21 22 25 23 22 70 94 91 92 7 
10 9 : 2 4 9 16 24 18 9 
101 1 We) 128 116 106 423 405 4,70 475 11 
Moca .c22) 61,523 14s 1,275 5,683 5,494 5,951 5 868 12 
- 8 - 48 25 + 50 - 50 - 147 + 489 - 57 - 23 
- 90 - 134 - 35 - 99 - 116 - 361 - 309 - 358 - 384 
10 = 9 3 iieat ae EE =yea 9D 16 - 2h - 18 
- 184 - 191 - 13 - 51 - 170 etn beh + 164 - 439 ~- 425 Cc 
D 
+ 103 90 + 97 + 108 + 65 + 309 + 346 + 398 + 360 1 
me 8 = ako - 10 - 28 x - 20 - 77 - 56 x 2 
= 10 - 36 siaaig we) + 16 + 38 - 94 - 31 - 25 3 
+ 132 60 + 15 + 135 + 169 + 411 + 316 + 342 + 379 4 
- 28 - 8&8 - 9 - 17 - 16 - 184 - 89 - 142 - 130 5 
= 2 3 1 ants +e oath + 15 2. 21 23 6 
OS ee. Le GeaelOwtern taa2 Se$e00 ~acOre athe) 2h 7 
Ry * 2 _ e ms = +nei3 - +21 - 8 
2 +2643 & + 2h yD + 3h $935 + OST NS 10 
sh Ao] + 39 - . leateal + 34 ne eee) 1 Uy 
- 45 + 20 - 71 - ll - 15 - 192 - 66 lia ie - 77 14 
ae 616 + 91 - 35 - 34 - & - 56 - 37 + 38 +218 16 
ba 94 +15 - 9 - 121 - 56 + 128 - 511 - 179 - 189 17 
eae, = 1192-6 + 130 + 51 + 170 ae) SLO TE EESS + 425 E 
NOTES: 


D A minus sign indicates an outflow of capital from Canada. 


D1,2 Exclusive of undistributed profits. 


D17 Thisitemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 


presenting unrecorded capita] movements and errors and omissions. 
x Included with D 17. 
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QUARTERLY ESTIMATES OF 


/ 
THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
A 
SECOND QUARTER 1954 
ot isnt 


In the first half of 1954 Canada's transactions in goods and services with other countries re- 
sulted in a current account deficit of $357 million. This was somewhat less than the deficit of $375 million 
in the first half of 1953. The current deficit of $178 million in the second quarter of 1954 was almost un- 

changed from that of $179 million in the first quarter, and both were only moderately lower than the deficits 
of the first two quarters of 1953. Adjusted export and import values were both some 8 per cent lower in the 

first half of 1954 compared to the first half of 1953, while receipts and payments for invisibles each fell by 6 


per cent. The deficit on trade decreased by $6 million to $126 million and that on invisibles by $12 million 
to $231 million in the half yearly comparison. 


month. The change in compilation practice had the effect of recording as June imports two working days in 
addition tothe usual full month. The effect of this non-recurring change should be kept in mind in assessing 
changes in imports and the deficit and in the item "capital movements n. o.p.'' which includes "leads and lags." 


Although the current deficit was little changed from the first quarter, the movements of capital 
which financed it differed considerably. Portfolio security transactions, which in the first quarter led to net 
inflows of capital sufficiently large to cover practically all Canada's current deficit, were virtually in balance 
in the second quarter. Direct investment inflows were maintained at about the same rate as the first quarter. 
The other major source of financing was an inflow on account of "capital movements n.o.p." which is dis- 
cussed later in this report. 


Total official holdings of gold and foreign exchange rose by $37 million over the quarter; hold- 
dings of gold and United States dollars were decreased by $17 million in April but increased by $53 million 
in May and June. On the exchange market, the noon average price of the United States dollar in Canadian 
funds was 98.27 cents compared with 97.01 cents in the first quarter. The Canadian dollar weakened over 
April but strengthened somewhat in May and June when the trading range was only 0.81 cents. Over the 
‘quarter, the range of trading was only 1.09 cents; this was the narrowest fluctuation recorded in any quarter 
since the withdrawal of fixed exchange rates in 1950. 


The re-appearance of current deficits in the first half of 1953 was due primarily to very rapid 
increases in import volume. Contributory factors included the relative stability of export volume in the 
first half of 1953 compared to the first half of 1952, some deterioration in the terms of trade, and a de- 
ficit on invisibles larger than that for any half year period since the war. The current deficits were re- 
duced in the second half of 1953 due partly to seasonal improvement on merchandise trade and invisible 
items. An important part of the change, however, reflected a retardation in the growth of import volume 
after mid-1953. In the fourth quarter of 1953 both export and import volume fell below the levels of one 
‘year earlier. The same occurred in the first and second quarters of 1954. The fall in export volume and 
value in the last nine months has been closely associated with declining exports of wheat, though a number 
of other commodities were involved also. Import volume fell more rapidly than export volume in the first 
half of 1954, but import prices rose slightly while export prices fell. This deterioration in the terms of 
trade continued a tendency evident since the fourth quarter of 1952. Transactions in non-merchandise items 
yielded a deficit only a little less than the record deficit on these transactions in the first half of 1953. The 
current deficit was somewhat reduced in the half year, but since current receipts and payments fell, it 
continued at 7 per cent of total current.transactions as in the first half of 1953. 


Commodity trade value and volume lower 
sks i ainlleateasll hacia see lide Llttas laddated 


The decline in exports and imports which has continued since the fourth quarter of 1953 reflects 
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a variety of influences. The most important factor on the export side has been ie decline in wheat ex- 
ports to overseas countries which had been at most exceptional levels in 1952 and 1953. But shipments 
of other Canadian commodities overseas have been higher in value this year. Lower production levels 
in the United States reduced Canadian exports of some products but others were well maintained. The 
fall in Canadian imports reflects in particular the slowing down and reversal of the inventory growth so 
conspicuous for much of 1953. In some industries, suchas textiles and some durable manufactures, 
activity has been reduced and imports affected. While total domestic output, seasonally adjusted, fell 
slightly in the fourth quarter of 1953 and first quarter of 1954, the more significant effect on imports 
was probably the marked change in composition of output. Output in many of the commodity producing 
industries has fallen in the past nine months or so, while that in the service industries has expanded. 


The former probably have a larger import content than the latter. 


Adjusted merchandise exports fell by $166 million in the first half of 1954 relative to the first 
half of 1953. About two-thirds of this decrease was in the second quarter. Imports fell by $172 million, 
a decrease more evenly distributed over the two quarters. Export prices were about two to three Pee 
cent lower than in the previous year in each quarter, while import prices were about one per cent higher 
in each quarter. The terms of trade accordingly deteriorated by some 3 per cent, relative to the same 
quarters of 1953 but were still considerably more favourable than in the period before ‘1952. In the first 
quarter export volume declined 3 per cent from the low first quarter level of 1953, while the volume of 
imports fell by close to 8 per cent. In the second quarter both fell more rapidly; the volume of exports 
fell 7 per cent below the same quarter of 1953 while import volume fell 12 per cent in spite of the change 
in statistical procedure mentioned earlier which raised June imports. 


About half the decline in exports in the six month period was with the United States, the re- 
mainder with the sterling area and O.E.E.C. countries. Exports to other countries were virtually un- 
changed, with sharp declines to Egypt and Korea offset by a large increase in exports to Japan. The 
decline in exports to the United States occurred in both quarters, while that to overseas countries as a 
whole was concentrated in the second quarter. While the largest absolute area decrease in exports was 
that to the United States, this was largely a reflection of the fact that about 60 per cent of Canadian export 
were sold to that country in the first half of 1954; the percentage declines were greater in exports to Othe! 
Sterling Area countries and Western Europe. 


The decline in imports in the first half year was concentrated in trade with the United States 
and United Kingdom; those from other overseas countries were higher compared to the same period one 
year earlier. The effect of these changes in adjusted exports and imports in the half year period was to 
lower the trade deficit with the United States and raise the surplus with the United Kingdom since in each 
case imports declined more than exports. With other overseas countries, however, the trade surplus wa 
lowered as exports fell while imports rose. The deficit of $126 million on trade with all countries was 
only slightly less than in the first half of 1953: 


Summary of Current Transactions with the United States, 
the United Kingdom, and with Other Countries 
(Millions of dollars) 
All Countries United States United Kingdom Other Countrie! 


(953 1954 1953 1954 1955 1954 1953 1954 


Second Quarter 


Exports (adjusted) Laas 998 629 596 19) 157 293 245 
Imports (adjusted) Le Ged 1,069 841 768 136 110 184 19% 


Balance on trade - 48 =e td wert? = te + 55 + 4A +109 + 5¢@ 
Other transactions (net) - 143 - 107 - 130 - 105 - 23 - 12 + 10 + 19 


Current account balance Yio t 78 42 20277 * 92 + 38 +119 + 64 


January to June 


Exports (adjusted) 2,031 1,865 1,219 1,134 310 291 502 440 
Imports (adjusted) 2165 1,991 1,600 1,447 239 205 324 339 
Balance on trade 3g Lee 381 = 343 rey) + 86 +178 +10 
Other transactions (net) - 243 = £31 - 209 - 210 - 37 - 25 Ee + 


Current account balance = Syr/s = ey - 590 = 523 + 34 + 61 +181 +10 


Pet 


The decrease in wheat exports from the exceptional levels of the two previous years was equiv- 
lent to almost three-quarters of the decline in exports in the first six months of 1954 compared to the same 
period of 1953. The decline was particularly sharp in the second quarter of 1954. Non-wheat exports asa 
|roup were moderately lower as compared to the first half of 1953, but the behaviour of specific commod- 
ties varied a good deal. Some of the larger absolute declines in non-wheat exports in the first six months 
vere in other grains, automobiles, primary iron and steel, ferro-alloys and copper and zinc. On the other 
jand exports of newsprint and woodpulp were higher, nickel and aluminum exports rose in the second quarter 
jn particular, and a number of farm products and chemicals were higher. The mixed behaviour of exports 
s evident from the fact that of Canada's sixteen leading commodity exports in the first half of 1953, apart 


om wheat, eight were higher in value and eight lower in the first half of 1954. 


Virtually all of Canada's major import products declined in value in the first five months of 
954 compared to the same period of 1953, showing that the decline in imports was less conc 
ommodities than that in exports. Imports of fibres and textiles continued the declin 
ato April and May, as did imports of farm implements and machinery. Imports of automobiles and parts 
ell in April and May after remaining fairly level in the first quarter. While few of the major imports rose 
athe five months, some of the large items were not far from the 1953 levels. This was the case in the 
ery large item of non-farm machinery. 


entrated by 
e of the’ first quarter 


yeficit on invisibles continues at high levels 
————— nn 


Net payments for invisibles in the first half of 1954 were $231 million. This was $12 million 

2ss than in the first half of 1953, when the deficit for invisibles had exceeded that of any half year period 
ince the war. The decline in official contributions was close to this amount. While the deficit on other 
nvisibles was not greatly changed the level of both receipts and payments fell. Thedeficit was greater inthe first 
uarter and smaller in the second, relative to the levels of one year earlier. To an important degree this 
vas due to special factors. Gold production available for export fell sharply from the first quarter of 1953 

o the first quarter of 1954, while there were large non-recurring military expenditures of a service nature 
athe second quarter of 1953. 


There were very sharp declines in receipts and payments on freight and shipping account in the 
econd quarter. The reduced volume of trade in certain commodities was primarily responsible for these 
hanges. Reduced exports of wheat , which has a high freight content, were of major importance on the 
eceipts side. Gold production available for export had fallen in the first quarter of 1954, reflecting both 
ne high production levels of one year earlier and the strike which was in effect until mid-February of 1954. 
athe second quarter of 1954, however, part of the first quarter decline was offset. Travel receipts and 
ayments were almost unchanged from the first half of 1953. Receipts and payments both declined slightly 
athe first quarter of 1954 and rose in the second. Net payments for interest and dividends were reduced 
the first half of 1954. While dividend receipts were about the same in the half year, those from the 
ited States were lower while receipts from the Other Sterling Area countries rose. Dividend payments 
ell in the half year but part of this decline was offset by larger interest payments associated with the net 
ew issues of recent quarters. 


‘ransactions by Areas 
While the current deficit with all countries was not greatly changed, there were important 
thanges by areas. The deficit with the United States was decreased and the surplus with the United King- 
‘om increased in the half year period, thus tending to decrease the overall deficit in the accounts. But the 
urplus with other countries was sharply reduced by the contraction in grain shipments and this offset much 
f the change with the United States and United Kingdom. 


Exports and imports with the United States were both lower in the second quarter and half year 
compared with the period one year earlier, but since imports declined more the trade deficit with the 
nited States was reduced. The deficit on invisibles with the United States was unchanged in the half year 
eriod. Exports of lumber to the United States were below the 1953 levels but newsprint and pulp-exports 
tere virtually unchanged. While copper and zinc export values declined, other non-ferrous metal exports 
p the United States were well maintained and nickel exports increased. The decrease in imports was par- 
ticularly evident in the textiles group and iron products. 

| The current account surplus with the United Kingdom in the half year exceeded the small sur- 
lus of one year earlier. This change was restricted almost wholly to the first quarter. In the half year, 
xports declined less than imports and the deficit on invisibles was decreased. Exports to the United King- 
om had risen in the first quarter but the second quarter decline more than offset this. Exports of wood 
roducts, non-ferrous metals and several other groups were higher in the six months comparison but the 
harp decline of wheat exports, which was concentrated in the second quarter, offset these increases. 

The decline in the surplus with other overseas countries can also be traced in large part to 
wheat, and in particular to large shipments to India and Pakistan in the first half of 1953 which did not 
ecur in the first half of 1954. The decline in exports was mainly concentrated in the second quarter of 
954. Imports from both the Other Sterling Area countries and non-sterling overseas countries have 
isen by contrast. 
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Direct investment maintained but security inflow dropped 
I ee Oe 


Net inflows of foreign capital for direct investment in Canadian industry iy pense pea! es- 
timated to have totalled $70 million in the se cond quarter, about the same rate as int : ro ne 
f the year. Capital imports for petroleum exploration and development accounted for about seven 
ae f h ee inflow, continuing at the high levels of 1953. Inflows for mining brought the share of re- 
tenths - t ene ee phe whole to more than nine-tenths, in contrast to 1952 and 1953 when it amounted 
naan oe sides ke of the total. Other inflows for direct investment were smaller than last year and 
eoeeuimaveined in the first half of the year was reduced by more than 25 per cent compared with 1953. 


Portfolio security transactions in the second quarter of 1954 ledtoa capital inflow of only $3 

illi in contrast with $169 million in the first quarter of the year. Gross transactions exceeded $500 
nee Long-term interest rates in Canada continued to mo during the second Fee 
in Canada and in the United States fell about 1/4 per cent. Procee s of new 

ae ee ees amounting to $70 million or $99 million below the previous quarter, included 
nearly $60 million of issues payable in United States funds which were placed pea katy Of the ab sales, 
$20 million represented provincial and municipal issues, and the remainder was mainly unite: in : 
While the larger part of the proceeds was used to finance expansion programmes in Canada or subsidiaries 
abroad, nearly half covered the refunding of other issues held by non-residents. 


million in each quarter. 


Retirements of foreign-held debt totalled $73 million in the quarter. About $48 million of the 
total is estimated to have been payable solely in United States funds , and a further $16 million was payable 
optionally in that currency. Governments and municipalities, mainly provincial governments, accounted 
for about $59 million of the total. The changes in interest rates led to some refunding, and retirements 
included several long-term provincial issues which had been sold abroad in 1951 and 1952 and were called 
for redemption with part of the refinancing done in the Canadian market. Some refunding abroad took 
place as the result of changing corporate financial arrangements and did not give rise to any change in 
Canada's interest costs. Other retirements represented the normal maturity of obligations held abroad 
or the retirement in advance of maturity of Canadian domestic issues part of which had been acquired by 


non-residents. 


Trading in outstanding Canadian securities in the three months resulted ina sales balance or 
capital import of $22 million. Part of this total represented the temporary employment in Government of 
Canada obligations of some of the proceeds of a new issue placed in Canada by a non-re sident borrower. 
But this inflow was largely offset by re-purchases of Government bonds from other non-residents. But 
the significant characteristic of trade was the continued interest of non-residents in Canadian stocks, re- 
sulting in sales balances of more than $20 million in each of the two quarters of 1954, following repatriatio 
in the final quarter of 1953. The commencement of operations by several new companies formed to pro- 
vide a medium for United States investment in Canada appears to have had only a limited effect on trading 
to the middle of the year. 


Transactions in foreign securities were dominated by the sale of a new issue in Canada by the 
International Bank for Reconstruction and Development. This accounted for most of the purchases by 
Canadians of new issues of foreign securities which aggregated $26 million. Trade in outstanding foreign 
issues led to a net capital inflow of $10 million, most of which represented liquidation of Canadian holdings 
of United States stocks. 


Other Capital movements showed large reversal 


Canada received repayments of $19 million on its outstanding loans to foreign governments 
during the second quarter of the year. Further inflows arose from an increase of $16 million in holdings 
of Canadian dollars by non-residents, following three quarters during which these holdings were reduced 
by nearly $100 million. It seems likely that some of the increase represented funds destined for invest- 
ment in Canadian securities which were held in the form of cash balances at the end of June. Reference 
has already been made to the changes which occurred in Canada's official holdings of gold and foreign ex- 
change. 


The abrupt change of "capital movements n.o.p.'' from an outflow of $50 million in the first 
quarter to an inflow of $107 million in the second quarter took place in a period of relative exchange sta- 
bility. Among factors contributing to the inflow were an increase in holdings of Canadian funds by inter- 
national institutions, and a marked reduction of Canadian holdings of United States funds, which had risen 
in the preceding quarter. But in contrast, substantial borrowings in the first quarter by companies engage 
in the consumer credit field were partially repaid in the second quarter. Undoubtedly of considerable 
importance in the shift was the record growth of June imports (unadjusted) by nearly $65 million over 
March. As has been noted, a significant part of this increase was caused by a change in statistical pro- 
cedure which resulted in the extension of the June compilation month by approximately two days. "Capital 
movements n.o.p."' would be affected not only by any actual growth in the rate of imports, with which 
some increase in accounts payable would normally be expected, but also by the statistical adjustment, 
because this item includes the residua) in estimates of Canada's balance of payments. Both these factors 
would have tended to give rise to an import of capital in the estimates. 


Summary of Capital Movements 
Lee eat LSet saeco dae 


(Millions of dollars) 


LoD see irst Halt 1953 Second Half 1954 First Half 
Direct investment in Canada aed ede + 205 + 140 
Canadian securities 
Trade in outstanding issues - 26 : 5 ~h38 
New issues <i Oat +PnSD tue 39 
Retirements - 116 =!" 26 Dh | 
Foreign securities + 3 cm 4 aes 
Official loan repayments te 124 7 63 + 729 
Canadian dollar holdings of 
foreigners +” 65 San sY4 + 1 
Official holdings of gold and 
foreign exchange (increase, -) ral” - 69 - 4] 
Capital movements, n.o.p. - 67 - 168 ro Stal 
en PE ee ee 
Net capital inflow financing 
current account deficit mS 75 + 64 +S 57 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for] 95/, are preliminary and 


a 


. Be ae 1953 
Li Bi int IV 7 
A Current Receipts 
1 Merchandise exports (adjusted)....sssserseerrerreersssne sees 1,010 1,124 1,049 1,156 918 
3 Gold production available for exPOrt .--s-sseessseeren Al aD 37 aT 48 
4 Travel EXPENditures ..sssssesssscsseeesneecnsesenneessensnseee nesses: 2k 53 156 42 26 
5 Interest and dividends .....cccesecseeessssssssetenaneesree essen a7 32 23 79 26 
6 Freight and shipping... hile dioas Ceiics radu a Pagaanrvoanennttrse 8h 98 98 103 7 
7 Inheritances and inmierants'f Tudde. Ree peer ally, 27 22 19 16 
11 All other current receipts .. jeoraentroes 58 67 67 89 69 
12 Total Current Receipts........ Leet 1,436 Litoe 1,519 1,178 
B Current Payments 
1 Merchandise imports (Adjusted)... sssesesssesesneersen enone 890 985 937 1,038 1,002 
4 Travel @XPeNditures w.essscsssessneesnecsnsneesssesnessesseeene ene es 63 97 110 val 68 
5 Interest and GiVideNdS ....sessseececeeetetssnsesseeeesenseneesnenenes: 82 88 95 148 86 
6 Freight and shipping... a vaveturesvanduceteaesesncs ert 65 98 105 107 70 
7 Inheritances and emigrants’ funds Se ener ae ai, 24 24 25 Phi 
9 Official contributions ... i ern TCE PERT tert 1h * = 5 10 
11 All other current ee eee ede Ere 91 100 106 108 101 
12 Total Current Payments ........:scscseseesesereesseersrareeees 1223 1,392 ps oF 15504 1,358 
Balance on Merchandise Trade .. Sai eetr antes + 120 + 139 +112 + 118 - 
Balance on Other Transactions, eoading B [ook pe - 81 - 95 - 37 - 96 - @ 
Official Contributions......ssesssereseeeerececsserseeseenenseens pos) gpes Hb - - e's ~- 
C Current Account Balance ......ssscssscsseeeseereesnensnsesenareeesens + 28 + hh + 75 +. LY - 18m 
D Capital Account 
Direct Investment 
: Direct investment in Camada......sscecereesssesererereeeree es + 71 + 78 + 106 + 91 + 103 
2 Direct investment abroad .....sccsesscssscseesre ener ererseee ses. = 9 = 2) - 19 =) 826 7 o 
Canadian Securities 
3 Trade in outstanding iSSUCS ....sresseesecrerreecetseren sens - - 19 - 51 =~ 2h + i 
4 NIGW LASUC Seicsctercs esse cssvesuensuvavassesevessoneseyeovescaeecancoaeeraine + 88 +159 + 23 47 + 32 
5 RetiITeCMOeNtS <cccsscssvercccessesersneserescorecsrsisusnevrerevevssroserosones = 12 - &l = 7 - 29 _ 28 
Foreign Securities 
6 Trade in outstanding iSSUES .......ssessesensecseeseerecees + 6 goh3Z> Cpa ~ ie 
7 NOW iSSUES.......cssscssssrsvererenercenesens anes ssecenenassees en asseesenes - 19 - 2] = = %, 
8 Poireneue reee doen pesteesudrtnerassarstonenveserr ase ~ - = om 
Loans by Sennen of Chneda 
10 Repayment of post-war LOANS «.....eeseeseserseaesesereeees - + 9 - + 2h ae 
11 Repayment of war loans... - + 2 + 6 + 8 tin? de 
14 Change in Canadian dollar eoidings! of onsiniers ss - & + kk + 2 at 68 + £ 
16 Change in official holdings of gold and foreign 
SXEMENLES CINCEASE, MINUS) sesscecepecssynasssscssovereasensesy cy + 2h = 32 << 25 - & + & 
17 Capital MOVeEMENES, 1.0.D. overseseeereceeee - 175 =» 189 ais - 92 . 4 
E Net Capital MOV@MOGMGs.cc<-.000cccececceaccesce sree sonsnesesceseyeresryoses' - 28 - Ak - 75 nudat + 184 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Ail) As used in the balance of payments, merchandise trade is adjusted to exclude such non-c F 
B 1) items like tourist purchases which are covered elsewhere in the accounts, Since 1951, ete tA Ee ooechaaal 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistics. 


A 11) This item includes government transactions (except mercha 
ee tee at uae cian ae p ndise trade and interest), personal remittances, miscellaneous income, 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1953 are subject to revision. 


Lape 1954 Annual Totals Four Quarters 
ending 


Bae 1951 1952 1953 June 30, 1954 


(millions of dollars) 


mr, 113 1,077 1,044 867 998 3,950 4,339 4,152 


37 30 ay 35 43 150 150 14h : 

57 172 47 2h 59 27h 275 302 ; 

32 24 82 2h BL ae) 145 164 5 

92 86 88 68 76 351 383 337 6 

27 26 23 17 28 re 85 92 1 

ie 7 95 8h 63 ip 249 281 321 1 
(1,431 1,510 1,397 = 1,098 =~, 306 D5 166" 95,658" ™ *5 512 
161 °° 1,052 994, 922 1,069* 4,097 3,850 4,209 
95 124 78 67? gt PE ila Tappa ese 
102 81 141 90 90 1,50 413 410 
108 110 94 66 89 354 375 382 
22 25 23 22 23 70 9h 91 
9 3 2 4 2 9 16 2h 
125 128 116 106 cmV A, 423 L405 470 
Seem wg oe) (en 4bS 0,277 1, 48h 5683 ale S549hy1 05,952 
- 48 Ze Bre Ome Maas Se 71, -147 +489 - 57 
E 13k ee 35 = 99 - 120 - 105 - 361 - 309 - 358 


90 97 + 108 + 70 + 70 + 309 + 346 + 398 
- 10 - 10 - 28 x x - 20 - 77 - 56 
- 36 - & - i + 16 +. 22 ye Se) - 94 - 31 
+ 60 + 15 + 135 + 169 + 70 + 411 + 316 + 342 
Sl A Stee 7 ca 1B 8 + 4-73 - 18 - 89 -142 
mm 3 7 15 + + 10 + 15 + 12 + 21 
=. 2 oi Mel, - 19 - 2 - 26 - 3 - 20 =eN aD 

- - - = a + 3 = + 1 
+ ill A + 2h PS eee”. + jl + 34 +7135 + 37 
» 7 + 39 - ce + 8&8 + 34 + 23 50 
+ 20 = TT =" 17 uel: rete = 192 = | 66 - 17 
Meer, = 8D, lw 8m el 8 Om NO aed aa tee 
ie LS - 9 - 121 =e BC) + 107 + 128 - 511 - 179 
mo) + 13 hoe lee 4.08) ob 178 + 517 - 164 + 439 
NOTES: 


D A minus sign indicates an outflow of capital from Canada. 


'D1,2 Exclusive of undistributed profits, 


D17 Thisitemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 


presenting unrecorded capital movements and errors and omissions. 
x Included with D 17. 
# Raised significantly by procedural change - see text. 
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Transactions in goods and services with other countries led to a current deficit of $330 
million in the first nine months of 1954, compared with a deficit of $388 million in the same period 
of 1953. The deficits of $173 million and $179 million in the first two quarters of the year changed 

_ toa small surplus of $22 million in the third quarter of 1954. This sharp change was due primarily 
to seasonal movements in the merchandise trade and travel accounts, and also to the effects ofa sta- 
tistical discontinuity which had raised June imports.(!) The corresponding current balance in the 
third quarter of 1953 had been a small deficit of $13 million. 


Both the nine month and third quarter comparisons indicate some improvement in the 
current account deficits of one year earlier. In each case the changes were due about equally to 
'merchandise trade and to services. In both the third quarter and nine months, compared to 1953, 
the bilateral disequilibrium in the current account balance has been reduced, with a fall in both the 
deficit with the United States and the surplus with overseas countries. The surplus with the United 
Kingdom, however, has increased. In the third, quarter of 1954 the deficit with the United States was 
unusually small, and almost matched by the surplus with the United Kingdom. 


It should be noted, however, that the reduced deficits of 1954 have occurred at a lower 
aggregate level of transactions. Total current receipts and payments in the first nine months of 1954 

were each lower by about 7 per cent, with merchandise receipts and payments down about 8 per cent 
each and service receipts and payments each lower by about 4 per cent. 


The changes in each of the main components of the capital account in the third quarter 
were of an equilibrating nature when viewed against the striking change of $201 million in the current 
account balance. Movements of direct investment and portfolio capital, official loan repayments, and 
other capital transactions all showed reduced inflows or increased outflows of capital. The largest 
single factor was a change of $126 million in "other capital movements". Total official holdings of 
gold and foreign exchange were increased by $38 million during the quarter. On the exchange mar - 
ket, the Canadian dollar showed considerable strength. The noon average price of the United States 
dollar in Canadian funds fell to 97.14 cents from 98.27 cents in the second quarter. The trading 
_ range of 1.13 cents was only slightly wider than in the preceding quarter. 


Canada's current account deficit of $330 million for the first nine months of 1954 was 
more than financed by the movement of long-term capital. The net inflow of foreign private long- 
term capital and official loan repayments aggregated $434 million, while outflows for Canadian long - 

term investment abroad amounted to $71 million. The outflow to finance an increase in official hold- 

ings of gold and foreign exchange totalled $79 million, and there were net inflows from all other 
capital transactions, mainly short-term, of $46 million. 


The current surplus in the third quarter, while small, is worth putting in the perspective 
of the past several years. Canada has had quarterly current deficits consistently since the first 


(1) A change in statistical procedure, discussed in the previous issue of this publication, raised 
June imports by some $40 million. 
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quarter of 1950, except for the last quarter of 1951 and during 1952 when grain exports soared and 
the terms of trade rapidly improved. A strongly rising volume of imports in particular, however, 
led to the re-appearance of current deficits in the first half of 1953. In the second half of 1953 the | 
current deficits were reduced. This was in parta seasonal improvement in the balances of trade and 
invisible items. Ona seasonally adjusted basis, both imports and exports fell sharply in the fourth 
quarter of 1953; Adjustments in output and imports had become necessary ina number of industries, 
partly in reaction to a rapid build-up of inventories earlier. Declines in exports of wheat, beginning 
in the fourth quarter of 1953, have formed a very large part of the fall in exports since then. 


The current account deficit in the first half of 1954 was less than that of the first half of 
1953, and, as already noted, a small surplus appeared in the third quarter of 1954. Both export and 
import volume in the first three quarters of 1954 have been below the levels of one year earlier, the 
fall in the latter exceeding that of the former. By contrast, import prices have been stable or slight. 
higher, while export prices have fallen. The terms of trade have continued a tendency evident since 
the fourth quarter of 1952, and have deteriorated by about 3 per cent in each quarter of 1954 relative 
to the same quarter of 1953. The data for the third quarter of 1954 reveal these trends as clearly as 
the first and second quarters, when comparisons are made with the period a year earlier. In the 
third quarter of 1954 import volume fell about 10 per cent and export volume 6 per cent. Import prices 
however, were Stable, while export prices fell 3 per cent from the levels of one year earlier. 


While both the volume and value of exports and imports have been below the levels of one 
year earlier since the fourth quarter of 1953, the quarter to quarter movements in exports and imports 
have been upward since the first quarter of 1954. When allowance is made for seasonal factors, ex- 
ports experienced a sharp decrease in the fourth quarter of 1953 but have been rising slowly since the 
first quarter of 1954. Imports fell sharply in both the fourth quarter of 1953 and the first quarter of 
1954, ona seasonally adjusted basis, but the trend has been broadly upward since then. 


Trade deficit and trade levels lower in nine months 
Nach all Gh sh ER ae a cad mt age a ON RT ak ae al anal ee ee ae 


The decline in wheat exports from the high 1952 and 1953 levels has been the most im- 
portant factor in the decrease of exports. Fully three-quarters of the decline in total exports to all 
countries was due to wheat, and exports of other grains were also reduced. Various exports of ma- 
nufactured goods have also declined, but exports of basic raw materials have increased. The lower 
levels of imports reflect in part the earlier rapid increase in inventories relative to sales, particu- 
larly for some consumer durable products. The reaction to this situation in durables led to reduction 
in both domestic output and imports, particularly the latter. While consumer expenditures were higher 
in 1954 to date, the increase was toa large extent in services, which do not involve as high an import 
content as do many commodities. Some other factors in the decline in imports were the fall in farm — 
income with its effects on imports of farm machinery, and the continued decline in imports of coalas 
other sources of energy are exploited more fully. 


Adjusted merchandise exports and imports fell by $236 million and $265 million respec- 
tively in the first nine months of 1954 compared to the same period of 1953. The declines were ap- 
proximately 8-per cent in each case. The fall in imports has been fairly evenly distributed over all 
three quarters. That in exports has affected all three quarters, but was more heavily concentrated 
in the secord. The decreases in export and import volume from the levels one year before were 3and 
8 per cent respectively in the first quarter, 8 per cent each in the second, and about 6 and 10 per cent 
in the third. It will be noted that the fall in import volume has been larger and more even than that in 
exports. The effect of this on import and export values has been modified, however, by differing 
behaviour in prices. Export prices have fallen about 3 per cent each quarter relative to the year be- 
fore, while import prices have been stable or slightly higher. The terms of trade, which improved 
by about 20 per cent from the second quarter of 1951 to the third quarter of 1952, have deteriorated 
since the latter date by about 8 per cent. At the present levels, however, they are still well over the 
averages in 1948-51 inclusive. 


About 40 per cent of the decline in exports was with the United States in the nine month 
period, while close to 60 per cent of total exports went to that country in the first nine months of 
1953. In other words, the relative decline in exports was smaller to the United States than to over- 
seas countries. The percentage declines for the United States, United Kingdom, and other overseas 
countries were 5, 7, and !4 per cent respectively. The third quarter to third quarter comparisons 
were 2, 7, and 17 per cent respectively. If wheat is excluded, however, exports both to the United © 
Kingdom and to other sterling area countries were higher in the nine months, while those to non-- 
sterling overseas countries were only moderately lower. Imports from both the United States and 
United Kingdom have been lower in each quarter of 1954 compared to one year earlier, while those 
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rom other overseas countries have been somewhat higher. The decline in the nine months was 10 
er cent in the case of the United States and 16 per cent in the case of the United Kingdom. 


These changes in adjusted exports and imports had the effect of lowering the trade deficit 
vith the United States and raising the trade surplus with the United Kingdom, in the nine month period. 
a each case imports declined more than exports. With other overseas countries, however, the sur- 
jlus was considerably reduced as a result of a large reduction in exports and an increase in imports. 
‘hese statements apply, as well, to the third quarter comparisons, The total deficit on trade was 


As noted above, the decline in exports of wheat amounted to three-quarters of the decline 
n total exports in the nine months of 1954, while the decline in wheat and grains together was equi- 
alent to the decline in total exports. Both the second and third quarters shared in the decreases in 
xports of grains. Adjusted exports, other than grains, were stable in the nine month period, and 
igher in the third quarter comparison, The individual behaviour of non-grain exports varied a good 
eal, however. In the nine months there were declines in such exports as automobiles, primary iron 
nd steel products, ferro-alloys and flour. Each of these items fell in the third quarter as wellas in 
ae nine months, compared to a year earlier. There were substantial increases, however, ina large 
umber of major exports in the nine months. These include several wood products, especially planks 
nd boards, wood pulp and newsprint, and other commodities such as fish products and nickel. A 
umber of exports, furthermore, increased in the third quarter whereas they had fallen in one or both 
fthe preceding quarters. This was true for planks and boards and several of the base metals. Iron 
re exports rose late in the quarter as shipments from Labrador commenced. Of Canada's eighteen 
lajor exports other than wheat and other grains, half had fallen and half increased in the first six 
nonths of 1954; in the nine month comparison, however, two-thirds of the major exports had increased. 


The decline in imports has been more widespread than that in exports. The major absolute 
eclines in the first eight months of 1954, however, have been in raw cotton and wool and their pro- 
ucts, farm implements and machinery, and automobiles and parts. These together accounted for 
bout 55 per cent of the total fall in imports in the eight months. There were declines also in coaland 
etroleum, rolling mill products, engines and boilers, and refrigerators, but imports of a number of 
jgricultural products were higher. The largest import group, non-farm machinery, was virtually 


Net payments for invisibles fell by $29 million to $252 million in the first nine months of 
1754, Both receipts and payments, but particularly the latter, have fallen below their 1953 levels. 
this is mainly due to sharply lower freight and shipping receipts and payments. To an important 
2gree it also reflects large non-recurring military service expenditures in 1953, and lower exports 
nanced by official contributions in 1954. 


Gold available for export was slightly higher in the nine months; a sharp fall in the first 
warter, and increases in succeeding quarters, reflect the effects ofthe strike which ended in the 
rst quarter. The lower volume of trade, and further transfers of ships from Canadian registry, 
ave brought markedly lower levels of freight receipts and payments. 


Travel receipts and payments were virtually unchanged in the half-year, but estimates 
»r the third quarter show somewhat larger payments and lower receipts than in the same quarter of 
753. Total receipts and payments of interest and dividends have been virtually unchanged in the 

ine months. While no marked trend has developed for dividend payments, interest payments have 
zen rising in recent quarters as a result of the large net new issues floated earlier. 

| 

Transactions by areas 


The current account deficits of the first two quarters of 1953 were reduced in the same 
priod of 1954, while the small deficit of the third quarter of 1953 changed to a small surplus in the 
dird quarter of 1954. Over the nine months the deficit was reduced by $58 million to $330 million, 
ith trade and invisibles each accounting for about half of the improvement. This change reflects a 
2crease in the deficit with the United States and an increase in the surplus with the United Kingdom, 
urtly offset by substantial reductions in the surplus with other sterling area countries and non- 
verling overseas countries. 
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uvarter of 1954 exports to the United States have declined less than im 
d, compared to the same quarters of 1953. The deficit with 

the United States on invisibles was unchanged in the first half of 1954, but some improvement occur 
in the third quarter with the increase in gold production and a sharp fall in payments for freight. Ov 
half of the decline in exports to the United States in the nine months was due to lower exports of grai 
and a number of base metals. Copper and zinc in particular were lower, but nickel higher. The 
major wood products exports were well maintained. The decline in imports, in the eight month peri 
to the end of August, was mainly in such iron and steel products as farm implements and automobile 
but coal, petroleum, and a number of textiles were also considerably lower. 


Throughout each q 
ports, and the trade balances improve 


Exports to the United Kingdom increased in the first quarter but the decline in subsequer 
quarters much more than offset this; imports have declined in each quarter relative to a year earl 
Non-wheat exports to the United Kingdom have risen, however, in response to buoyant levels of econ 
mic activity in that country. In both the third quarter and nine month comparisons the trade surplus 
with the United Kingdom has risen. In both periods, moreover, the deficit on invisibles with the Uni 
Kingdom has fallen, mainly because of large non-recurring military service expenditures in 1953. 
While exports of grains were sharply lower in the nine months, there were important increases in e} 
ports of newsprint and planks and boards, and a number of base metals. The decline in imports fro1 
the United Kingdom was mainly concentrated in textiles and products, and automobiles. 


The decline in exports to other overseas countries has been moderate, if the large decli 
in wheat is excluded. Automobile exports have fallen to such countries but some increases, as in 
metals, have partly offset these decreases. The fall in wheat has affected exports to both the other 
sterling area and non-sterling overseas countries. Special large shipments to India and Pakistan in 
1953 have in particular affected the 1953-54 comparison. Imports from overseas countries asa 
group, excluding the United Kingdom, have risen in the first nine months of 1954. Imports of tex- 
tiles and products have fallen, but several agricultural products and petroleum from Venezuela hav 


increased. 
Summary of Current Transactions with the 
United States, United Kingdom, and Other Countries 


(Millions of dollars) 


All Countries United States United Kingdom Other Countries 
1953 1954 1953 1954 1953 1354 1953 195a 


Third Quarter 


Exports (adjusted) yO ¢ 1,006 612 601 194 180 Zk 225 
Imports (adjusted) 1 052 961 742 670 116 95 194 196, 
Balance on trade + 25 + 45 = NSO) Og ES + 85 a hea TA + 29 
Balance on invisibles sie 3S ees p 5 + 6 ISO = FELG = 3 - 


Current account balance 4 Bhs! + 22 =) WSS =e 63 + 48 + 69 + 74 + 16 


January to September 


Exports (adjusted) 3,108 by, Ole aco 15.799 504 467 tt2 666 
Imports (adjusted) S215 (2,950 © 25342" 2 lo 355 299 518 535 
Balance on trade - 107 - 78 = S11 a Wf fap a cade | + 168 + 255 + 713m 
Other current receipts 60071 <4. 968 750 727 120 Lia 137 130 
Other current payments 1,288 be220 964 929 187 152 37 139 
Balance on invisibles - 281 i252 - £14 = 202 - 67 - 41 - | 


Current account balance - 388 = 2'5\0 =) FAS SEry(2, + 82 + 20 + 255 + 122 
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ward movement of long-term capital smaller 


Net inflows to Canada of long-term capital showed a continued tendency to contract. In- 
ows of foreign capital for direct investment in Canadian industry are tentatively estimated to have 
jotalled $65 million in the third quarter, with a marked reduction in foreign financing of petroleum 
: xploration and development. The rate of direct investment inflow to the petroleum industry during 
the quarter was only about two-thirds of the annual rate for 1953; this was in contrast to the earlier 
quarters of 1954 when the rate was higher than last year. Inflows for mining have been at a lower 
fate during each quarter of 1954 than for 1953 asa whole. The reduction has amounted to 25 per 
cent for the three quarters. Total direct investment inflows of $220 million in the first nine months 
£1954 were about three-quarters of the amount for the comparable period of 1953. About 60 per 
vent of the funds were destined for the petroleum industry, 30 per cent for mining, and 10 per cent 
‘or manufacturing and other undertakings. Outflows of capital from Canada for direct investment 
vbroad are estimated at $55 million for the first nine months of the year, or nearly double the rate 
»f outflow for the same period of 1953. 


Portfolio security transactions between Canada and other countries during the third 
quarter led to a capital outflow of $18 million in contrast to the inflows of $13 million and $165 mil- 
ion recorded in the second and first quarters respectively. Despite the turnover of nearly $400 
million, trade in outstanding Canadian securities was in virtual balance. A substantial inflow from 
the sale of equity securities was offset by repurchases of Canadian government and municipal debt. 
[here were net sales to non-residents of $32 million of Canadian stocks. These sales raised the 
jotal for nine months to $74 million or more than has occurred in any full post-war year. They in- 
tlude sales to new Canadian diversified management companies formed by United States interests, 
vhich raised some $90 million of capital between June and September. Net repurchases during the 
juarter of Canadian bonds, mainly government and municipal issues, totalled $32 million and would 
aave been substantially larger had there not been sales representing the temporary employment of 
unds raised in Canada by a non-resident borrower during the second quarter. Factors which might 
lave been expected to lead to repatriation included both the further narrowing of the differential 
yetween yields on long-term Canadian and United States issues, and the higher exchange value ofthe 


” 


sanadian dollar. 


| The proceeds of new Canadian issues sold to non-residents amounted to $29 million. 
ore than two-thirds of this total represented private placements abroad, some of which covered 
\eferred deliveries on earlier sales. Non-resident participation in issues in Canada accounted for 
most of the balance. A significant part of the new funds was used to finance capital expansion abroad 
vy the Canadian borrowers. Retirements of foreign-held Canadian issues amounted to $45 million, 
ind were dominated by an official transaction of debt repatriation. Also of major importance were 

he refunding in Canada of a 20-year United States dollar issue floated in 1952, and some retirements 
‘f Canadian stocks. 


Transactions in foreign securities led to a capital outflow of $2 million during the quarter, 
}s Canadians purchased new issues of United States and other foreign bonds. Trading in outstanding 
ssues resulted in some net switching of holdings of United States bonds into stocks. 


ther capital movements 
The balance of payments category "other capital movements" reflects an outflow of $23 
jnillion in the third quarter, in striking contrast to the inflow of $103 million shown for the second 
fuarter. Nearly nine-tenths of the change of $126 million in this item is accounted for by three of the 
Omponents. In the second quarter, two of these had shown significant inflows which did not recur 

on the third quarter: the increase in accounts payable corresponding to the import compilation adjust- 
nent in that quarter, and a decrease in holdings of exchange associated with outstanding forward ex- 
hange contracts. Holdings of Canadian funds by international institutions were reduced sharply in 
he third quarter after having been increased in the second, 


QUARTERLY ESTIMATES OF THE CANADI/ 


Note: Data forl1954 are preliminary an: 


1953 
IV ii Li 
A Current Receipts 
1 Merchandise exports (AdJusted)........csesssesessrcemeeron Ly 12h 1,049 1,356 918 1s 
3 Gold production available for EXPOrt ......srersrerereeee 35 ay 37 Lg 37 
4 Travel Expenditures ......ssccsssssssesesssneetessneeeereseesneneenennes 53 156 42 26 57 
5 Interest and GiVIdGENdS ......cscssscesseerenenseseseetecnsrsnensnen ees 32 23 ao 26 32 
6 Freight and Shipping......sscssccsssscssssssesseeceesessnsneenearananees 98 98 103 Falk 92 
7 Inheritances and immigrants’ fUNdS ......ccesresseneees 27 22 19 16 27 
11 All other current receipts .....cccecssescsssreeseescrencnteesoanees 67 67 89 69 73 
12 Total Current Receipts......cscecccecessneseesessseeesseeseens 1,436 Tle oe. 1,174 1,431 
B Current Payments 
1 Merehandise Imports (AdIstEd)smiercemrannanrann =985 937 1,038 14002 1,161 
4 Travel CXPENditures .....cssvsesesessseenenseeeesseeesnseeneeeeenenee nen 97 110 Fal 68 95 
5 Interest ANG GIVIGENAS ....s0sccercessercscvensoessnsseccareesarsesesees 88 95 148 86 102 
6 Freight and shipping..........s.scssssssesssseesesnscecnseeseseees 98 105 107 70 108 
7 Inheritances and emigrants’ funds ..........scseeeesceereeees 24 24 25 21 Pa, 
9 Official CONtTIDULIONS ..............csseceeeceesereececesseesececsense eee: = = 5 10 9 
11 ALU oliies CUPPERE DAVMNENES.ccccarssececrsccce comenrersncnsees, LOO 106 108 101 125 
12 otal: Curtent: Payine nts iacteeastrrmenmoaee sg DG Amee nego if 1,502 1,358 1,622 
Balance on Merchandise Trade .....sscneenenee #139 + 112 + 118 ty th - Ye 
Balance on Other Transactions, excluding B 9 ....... - 95 - 37 - 96 =P 90 - 138 
Official Contributions... ..........-.-.c0ss-v0cessosacsceve snssnerevene - - = 5 ees Gh -- 
Co Cimrenk Account Balance cisinikadieseiersccscims. tay + 75 +5 old, =~» 1ok ~- 198 
D Capital Account 
Direct Investment 
1 Direct investment in Canada... + 78 + 106 + 9) + 103 + 90 | 
2 Directuinvestment abroad wai ciart-orccsiuareuee ek “19 - 28 ye 3 - we | 
Canadian Securities 
3 Trade in outstanding iSSUES ......cccssnsenenne © LY oe Dl = oily 4h XO - 36 | 
4 ING Wt GRUG GaSe eis teed. la ath as gens LD JiawAs OOhrs 4h ah +132 + 60m 
5 Retirements sapiens raunne naiieanme —Pak ere) - 29 = ties = ¢@8 
Foreign Securities 
6 Trade in outstanding ISSUES «seer 8 + S| & Fs 2 Pe 3 
a DRAW SEE Gere oecces pany Senco ens scene peeve seen sacesrieaaserersetcarerssmn a - a 3 1 - “4 
8 RREEITEMCNES «- 01s secteasvesovescorsss sercseenes cess - = a + 1 ye. 
Loans by Government of Canada 
10 Repayment of post-war lOANS ........ssssessreeeeeenee 9 = + 2h “ 2 + 22 
11 Revayinent Of War LONE naisccanecunarcucuness © 0 +...8 Fy 4a ue + 
14 Change in Canadian dollar holdings of foreigners.. + 4 + 2 =O + (hs + 2 
16 Change in official holdings of gold and foreign 
exchange (INCFEASE, MINUS)...csccsressseevsrsecvsccorereeae 9 DA - 25 = 4 + 16 + oe | 
17 Other capital movements «.cscex causes aw - 189 - 115 = 32 oi > Ok: + b& 
E Net Capital MOVeEMet...........ssccrrcrscscsceresercesrerreersesrecees = diy = 


75 - 17 + 184 + 191 


NOTES; Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Ail) As used in the balance of payments, merchandise trade is adjusted to exclude such , nd 
B 1) items like tourist purchases which are covered elsewhere in the accounts, Since 1951, futhenu ts) ete ceed a Ss 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistics 


A 11) This item includes government transactions (except merchandi CO! 
ona ta bine oe p ise trade and interest), personal remittances, miscellaneous inc 
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s forl953 are subject to revision. 


I 

| 

| 

B 1953 1954 Annus Totgieue |e ao) nacre 


| ending 

Bae IV I 5m TL 1951 1952. («49 Sept. 30,1954 

| (millions of dollars) 

A 

L,077 1,044 873 993 1,006 Be 4339 4,152 3,916 1 

™ 30 29 35 43 oh] 150 150 144 146 3 
Ive 47 2k Sa] 167 274, 275 302 297 4 
2h 82 2h, 33 23 215 145 164 162 5 

«86 88 68 76 80 Syl 383 337, 312 6 

| 26 23 17, 28 26 77 85 92 94 7 
95 8h 64, S 87 249 281 B2u 310 11 

a Voor Re tOoe 507m 2428 25400. 25,058. ease 512 5237 12 

B 

+9052 99h, 923. 1,066* 961 4,097 3,850 4,209 3, Shady 1 

124 78 67 98 129 280 341 365 372 4 
81 141 88 93 82 450 413 410 404 5 
110 94 66 90 95 354 EY os) 382 345 6 

| 25 23 22 23 23 70 94 91 91 7 

| 2 4 2 2 9 16 2h, 9 9 

| 128 116 108 114 15 4,23 1,05 470 453 11 

+9523 1, has 1,278 1,486 1,406 5,683 5,49h = 5,951 5,618 12 

f 25 + 50 50 es + 45 - 147 + 489 - 57 - 28 
By) slaved - 119 - 104 - 22 - 361 - 309 - 358 - 344 

per = "2 ae ee a een 16 eae - 9 
nics hee es bl army, - 517 +164 - 439 - 381 . 

. D 
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9 121 Sah + 103 = + 128 =i 1) - 179 - 88 17 

4 13 + 51 + 173 + 179 ay ee + 517 - 164 + 439 + 381 E 

OTES: 


A minus sign indicates an outflow of capital from Canada. 
11,2 Exclusive of undistributed profits. 


\17 Thisitemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions. 


x Raised significantly by procedural change (see text, Vol. 2, No. 2.) 
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Direct investment in Canada 
Direct investment abroad 


Canadian securities 
Trade in outstanding issues 
New issues 
Retirements 


Foreign securities 
Official loan repayments 


Canadian dollar holdings of 
foreigners 


Official holdings of gold and 
foreign exchange (increase, -) 


Other capital movements 


Net capital movement financing 
current account balance 


Summary of Capital Movements 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
FOURTH QUARTER, 1954, AND 
PRELIMINARY ESTIMATES, CALENDAR YEAR 1954 


pes 
. Canada's international transactions in goods and services led to a deficit of $427 mil- 
jn in 1954, or about the same as the deficit of $439 million in 1953. During 1954 the commodity 
ade balance improved by $66 million. An increase of $54 million in the deficit on other current 
mnsactions, however, primarily because of larger net payments of interest and dividends in the 


lal quarter, offset most of the improvement in the trade balance. The deficits were 8 per cent of 
¢al current receipts in both 1953 and 1954. 


While the current account deficits were not greatly different in 1953 and 1954, the level 
transactions was lower. Current receipts and payments were each reduced by 5 per cent in the 
ar. A greater decline in the volume of commodity imports than of exports offset the effects on 
Is trade balance of a deterioration of some 3 per cent in the terms of trade. 


The current account deficits in the first two quarters of 1954 were $174 million and 

387 million, or about the same as those in the same periods of 1953. Both the balance of trade 

a of invisibles showed little change in the first half of 1954.(1) A small surplus of $30 million 
joeared in the third quarter, however, mainly because of an improved commodity trade balance 
im the period one year earlier. This improvement in the commodity trade balance continued 

bo the fourth quarter of 1954, but was more than offset by a sharp rise in net payments of interest 


1 dividends. The deficit of $96 million in the fourth quarter of 1954 was $45 million greater than 
tthe same quarter of 1953. 


—— 


Canada has had current account deficits since 1950, except for a small surplus in 1952. 
e€ emergence and continuation of deficits has been closely related to the rapid increase in con- 
inption, investment, and defence expenditures since 1949. Toward the end of 1953, and for part 
1954, some components of these demands levelled out or decreased. The cessation of the pre- 
lus rapid growth in business inventories was particularly notable. A wide variety of imports 
éreased in 1954 as a result of these changes, although the volume remained high compared with 
1 years before the peak in 1953. 


| Exports were subject to more divergent influences, with varied trends in economic acti- 
ly in different parts of the world. The recent decline was concentrated ina relatively few products. 
: important development was the improved world supply position of wheat and coarse grains, which 
ught a reaction to the unusually large exports of the past few years. From 1953 to 1954, exports 
fyrains and flour fell by $295 million. This amount, however, was in excess of the decline in total 
amodity exports. There were setbacks to production in a number of industries in the United 

tes. The decline in exports to the United States was moderate, however, with increases in some 


' As noted in the second quarter issue of this publication, a change in statistical procedure 
| raised June commodity imports by some $40 million, and also affected the leads and lags 
reflected in short-term capital movements. 


*pared in the Balance of Payments Section, International Trade Division. 
a. : 25-2-55 
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products partly offsetting declines in some other exports. Substantial increases in industrial acti. 
vity in the United Kingdom and many Western European countries led to increased purchases ofa 
number of Canadian exports other than grains. In addition, some overseas restrictions on dollar | 
transactions were eased in this period. The effect of these changes was that the decline in exports 
and imports was fairly balanced, with that in imports somewhat greater for the year. “s 


While the current deficit was not greatly changed from 1953, the balances by areas were 
modified, and the bilateral imbalance of the current account was somewhat reduced in 1954. There 
was a reduction in the deficit with the United States anda smaller surplus with overseas countries 
as a whole, although the surplus with the United Kingdom rose. In both 1953 and 1954 the proportion 
of total current receipts and payments accounted for by transactions with the United States was 63 
per cent and 73 per cent respectively. Further details on bilateral changes are described under 


Transactions by Areas. 


Canada's current account deficit in 1954, as in 1953, was more than financed by the net 
inflow of capital from direct investment, portfolio security transactions and amortization of official 
loans. These movements of a predominantly long-term nature were, however, more than $100 
million smaller than in 1953. Other types of capital movements of a private character, mainly 
short-term, produced a capital inflow for the year as a whole for the first time since 1950; the 
balance represented a change of more than $250 million from 1953. The outflow of capital to fin- 
ance increased official holdings of gold and foreign exchange amounted to $124 million in 1954; this 
contrasted with the inflow of $38 million which occurred in 1953 when, however, a major transac- 
tion of official debt repatriation was financed directly from the reserves. 


The Canadian dollar continued to be strong on the exchange market. The price of the 
United States dollar in Canada fell 25/32 cents from the end of 1953 to 96 19/32 cents at the end of 
1954. The trading range of 2.41 cents indicated relative stability in comparison with 3.03 cents in 
1953 and 5.25 cents in 1952. Over the year as a whole, the average price of the United States dollar 
was 97.32 cents, or 1.02 cents lower than for 1953. 


The current account deficit which Canada experienced in 1954 added to Canada's net 
balance of international indebtedness, as did such other factors as the retention in Canada of earn- 
ings accruing to non-resident investors. Net indebtedness is now again approaching the level of 
$6.5 billion recorded in 1930 but, when viewed in the perspective of the great developments which 
have occurred in the intervening years, it will be apparent that it represents a relatively:much 
lighter burden than in the earlier period. Long-term investments in Canada by non-residents now 
have a book value of the order of $12 billion. Some details of these investments and of Canadian 
long-term investments abroad, for selected year-ends from 1945 to 1953, appear on the final page 
of this report. Additional detail of these investments and of other international assets and liabilities 
will be available in time for publication in ''The Canadian Balance of International Payments, 1954, 
and International Investment Position". 


Trade balance improved, but trade levels lower 


Commodity exports, as adjusted for balance of payments purposes, declined by $223 
million in 1954 to a level of $3,929 million, while imports fell by $289 million to $3,920 million. 
The trade deficit of $57 million in 1953 became a surplus of $9 million in 1954. The decline in 
total export value reflects a decline of about 3 per cent in both price and volume. The fall in total 
import value, on the other hand, was due solely to a fall of about 7 per cent in volume. The terms 
of trade deteriorated by some 3 per cent for the year as a whole. 


The decline in exports was concentrated in a relatively small number of products, and 
the more important declines reflectsome reaction to unusually favourable conditions in world market 
in recent years. The combination of excellent Canadian crops with inadequate crops in a number of 
importing and exporting countries, meant world trade in grains and Canada's share in this were 
both unusually high until well into 1953. The improved world supply position for grains in recent 
years has been the most important factor reducing Canadian exports since the third quarter of 1953. 
Reduced activity in some industries in the United States, and restrictions on imports of coarse 
grains, also reduced Canadian exports. But most exports to the United States were well maintained, 
and non-grain exports to overseas countries increased, particularly exports of wood products and 
base metals. For 1954 as a whole, the decline in total exports was mainly confined to grains and 
flour, motor vehicles, primary iron and steel, and a few defence exports. Increases appeared, 
however, for newsprint, wood pulp, planks and boards, most base metals, fishery products and che: 
mical products. 


The decline in commodity imports in 1954 was somewhat larger than that in exports, 
and more widespread. The drop in imports was related to a number of factors. The rapid increas! 


See 


| inventories in 1953 necessitated adjustments in some Canadian industries late in 1953 and in 
54, and both domestic production and imports were affected in the process. 


placing some imports. While con- 

; » the smaller proportion spent on durables decreasedsome 
pes of imports. Among the larger declines in imports were those in textiles, agricultural imple- 
ents, automobile parts and coal. Large increases in imports were few, and mainly limited to 

od products. 


The deficit on invisibles rose by $54 million to a new peak of $436 million in 1954, 
flecting a smaller decline in payments than in receipts. Higher net payments of interest and 
vidends were primarily responsible for the increased deficit on invisibles in 1954. The sharply 
f:reased deficits on invisibles since 1949 reflect the appearance of deficits on both travel and 
sight and shipping accounts, and larger net payments for business services. The change in the 
“ance on travel account,from a surplus of $92 million in 1949 to a deficit of $80 million in 1954, 


3 been particularly striking. These changes have been superimposed on a continuing substantial 
cicit on income account. 


Changes in Principal Elements of the Current Account 
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with All Countries in 1954 


(Millions of dollars) 


Balance Change 
in 

1953 1954 1954 
mmodity trade (adjusted) Licey phos 66 
id production available for export + 144 + 155 + ll 
avel expenditures - 63 - 80 - 17 
2rest and dividends - 246 - 307 - 61 
eight and shipping =. 45 =) 35 + 10 
eritances and migrants! funds a 1 ee - 3 
1] other current transactions - 173 - 167 + 6 
Surrent account balance - 439 - 427 + 12 


Several groups of transactions showed smaller net payments or increased receipts for 
fyear as a whole. Gold production available for export was higher in 1954. The increases were 
fined to the last three quarters, reflecting the effects of the strike during part of 1953 and early 
1954. Freight and shipping receipts and payments were both markedly lower (the latter declining 
ire than the former) primarily as a result of the lower volume of trade and further transfers of 
ios from Canadian registry. Exports financed by official contributions were smaller in 1954. 


But these improvements in the balance on invisibles were more than offset by a larger 
cit on travel account and especially on income account. While travel receipts were about the 
lie as in 1953, payments to overseas countries in particular were higher. The sharply increased 
*.cit on income account occurred in the fourth quarter. Lower interest rates have reduced inte- 
>t receipts, while dividend receipts had been higher in previous years because of transfers of 
it earnings. Interest payments have been rising as a result of large new issues placed abroad in 
lent years. The increase in dividend payments reflects increased dividend rates by a number of 
apanies, and some transfers of accumulated earnings. The increase of foreign investment in 
jada in recent years has not yet been reflected in dividend payments to an important extent, 
ause of such factors as the recency of many of the investments and the retention of funds to ex- 
iid investment. 


Transactions by Areas 
fi deed ease ie achdeteoe Skeet, Kani a 


The deficit with the United States was reduced by $106 million to $818 million in 1954, 
while the surplus with overseas countries was reduced by $94 million to $391 million. The current 
surplus with the United Kingdom increased over the relatively small surplus of the previous year, 
but this change was more than offset by substantial reductions in the surplus with both other ster- 
ling area countries and non-sterling overseas countries. Thus the bilateral disequilibrium of the 
current account was somewhat reduced in 1954, but some broad magnitudes remained in line with 
those apparent since 1951. The deficit with the United States has been between 4800 - $950 mil- a 
lion in each of the past four years, while the surplus with overseas countries has been between : 
about $400 - $500 million (except in 1952). 


The decrease in the deficit with the United States was due to a larger fall in imports - 
than in exports. Exports of coarse grains, some base metals, and some primary iron products 
were lower, but newsprint exports were well maintained at a high level and some other wood pro- 
ducts and nickel increased. Imports of a number of iron and steel products were considerably 
reduced, as well as imports of textiles and coal. But while the commodity balance with the United 
States improved, the deficit on invisibles increased in 1954. Gold production available for export 
was higher, and freight payments fell with the decline in import volume. But these improvements 
were overshadowed by the considerably increased deficit on income account, particularly in the 


fourth quarter, due to both lower receipts and higher payments of interest and dividends. 


The larger current surplus with the United Kingdom reflects mainly an increased trade 
surplus, although net payments for invisibles declined also. Exports to the United Kingdom were 
slightly over the 1953 level, in spite of a considerable drop in exports of wheat. There were im- 
portant increases in exports of wood products, base metals, chemicals, and other materials, in 
response to strong increases in industrial activity in the United Kingdom. While total exports were 
stable, imports declined considerably, particularly imports of textiles, automobiles, and other iron 
products. The smaller deficit on invisibles reflects mainly some large non-recurring defence pay- 
ments for services in 1953. 


International Transactions with Principal Countries 
and Areas, 1953 and 1954 


(Millions of dollars) 


All Countries United States United Kingdom Other Countries 
Year 15s 1954 1953 L954 ISS 1954 1953 1954 
Exports (adjusted) Here 2ueesn92) ee 2,458! 32/350 656 660 1,038 913 
Imports (adjusted) 4709) 3,920.5) 2,046. 2,799 462 391 701 730 
Balance on trade a oli + e) - 588 - 443 + 194 + 269 + 337 + 183 
Other current receipts 17260 1,296 985 sere) 186 ig 189 170 
Other current payments 1,742 1,732 sek L330 238 210 183 192 
Balance on invisibles - 382 - 436 - 336 - 375 = «52 ey! te eek oi 2 
CWer ent Becount balance 9-43? = 427 - 924 - 818 + 142 + 230 + 343 + 161 
Fourth Quarter 
Exports (adjusted) 1,044 1,062 627 621 152 me 265 248 
Imports (adjusted) 994 986 704 699 107 92 183 195 
Balance on trade 4m gh Oda G ee Tok ens + 45 + 101 dae + 52 
Balance on invisibles ~iLOt mee selec = 162 bigs iliced + 4 + 6 - 14 
Current account balance read rane cuatlge.A 52440 + 60 + 105 +. ac + 39 
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Exports to other overseas countries as a group fell sharply, while imports increased. 
A considerable drop in wheat exports was the chief factor in the decline in exports to these coun- 
tries, although exports of motor vehicles also fell sharply. These declines were only partly off- 
set by increased exports of a number of other products, expecially wood and metal products. Most 
groups of imports were well maintained, and agricultural products and non-metallic minerals in 
particular were higher. The balance on invisibles deteriorated along with the balance on trade, 
reflecting particularly a lower level of freight receipts. 


| 
Capital movements during 1954 


The net movement of foreign capital to Canada for direct investment in foreign-control- 
led enterprises in 1954 is tentatively placed at $325 million, or about one-fifth below the rate for 
1953. This was the first decline for any year in the post-war period. About one-half of the funds 
were destined for the petroleum industry, one-fifth for mining, and the balance for manufacturing 
and other enterprises. Each of these groups of industries received smaller amounts of direct 
investment capital than in 1953. The inflow from the United Kingdom was at the highest level for 
any post-war year and exceeded $50 million; contractions occurred in the net movements both from 
the United States and from other overseas countries. 


Preliminary estimates of the movement of capital from Canada for direct investment 
‘abroad indicate a net outflow of $70 million. About one-half this amount was to the United States, 
and the balance was to overseas countries, including the United Kingdom. The petroleum industry 
and associated transportation facilities accounted for nearly one-third of the total. Canadian in- 
vestment in the beverage industry was of about equal importance, and the remainder of the invest- 
ment went mainly to other mining and manufacturing enterprises. 


Portfolio security transactions between Canada and other countries in 1954 resulted in 
la sales balance or capital inflow of $160 million, only slightly lower than the total for 1953. Trade 
in outstanding Canadian securities led to a net import to Canada of $55 million of capital. The 
United Kingdom accounted for $21 million of the total, and other overseas countries for $36 mil- 
lion; there was a small net export of capital, or repurchase balance, with the United States. (A 
significant part of the balance with overseas countries was of a special character, reflecting the 
temporary employment in government bonds of funds raised in the Canadian capital market by an 
international institution.) As has been the case each year since 1950, Canada repurchased govern- 
ment bonds but sold securities of Canadian corporations. While the rate of repatriation of govern- 
ment bonds, $85 million in 1954, was considerably higher than in 1953, there was a marked growth 
in sales to non-residents of securities of Canadian corporations, including $121 million of common 
and preference stocks. It was mainly this development which led to a capital import of $55 million 
in 1954 in contrast to an export of $31 million in 1953. A factor contributing to greatly increased 
sales of stocks was a change in United States administrative arrangements which facilitated the 
formation of Canadian diversified management investment companies with important tax advantages 
to United States investors. 


The pattern of trading over 1954, reviewed on a quarterly basis, was one of increasing 
volume and increasing disparity between the balances on account of transactions in Canadian stocks 
and in Canadian bonds and debentures. Sales balances on account of trade in common and preference 
stocks increased in each quarter of 1954. On the other hand, repatriation of bonds and debentures 
through trade in outstanding issues rose in each of the first three quarters of 1954, if the special 
investment transactions referred to above are excluded, but fell in the final quarter of the year. As 
a result of these divergent movements there were net capital inflows in the first and second quarters 
of 1954; in the third quarter there was virtual balance, and in the final quarter a net inflow of capital 
again resulted. 


' The proceeds of new issues of Canadian securities sold to non-residents amounted to 
'$318 million. These transactions were concentrated in the early part of the year. Retirements of 
foreign-held Canadian securities are estimated to have been $192 million in 1954. Transactions in 
‘foreign securities were dominated by an issue of $25 million Canadian currency debentures by the 
International Bank for Reconstruction and Development, and led to a net outflow of $21 million. 


Both new issues abroad and the trade in outstanding Canadian bonds and debentures appear 
to have been influenced by a narrowing of the margin between interest rates in Canada and the United 
States. In the month of December the average differential was at its lowest point in nearly seven years 
These and other aspects of international security transactions in 1954 are discussed in greater detail 
in the DBS report ''Sales and Purchases of Securities between Canada and other Countries, Decem- 
ber, 1954, and Review of Security Trading during 1954". 
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Other types of capital movement, with the exception of changes in official holdings of 
gold and foreign exchange, were inwards on balance in 1954. Repayment of $72 million was made 
during the year on Canada's war and post-war loans to other governments. These receipts reduced ~ 
to $1,670 million the outstanding balances on Canada's war and post-war loans of $2,450 million. 
During 1954 non-residents added $26 million to their holdings of Canadian dollars following reduc- 
tions aggregating $275 million in the years from 1951 to 1953. Other capital movements had re- 
flected very large net capital outflows in the two years preceding 1954, $511 million in 1952 and 
$179 million in 1953. This category covers a diverse range of transactions, but in the main the 
outflows represented the reversal of heavy short-term inflows which had occurred in 1950 and 1951, 
and a tendency for Canadians to build up short-term assets abroad. These net outflows did not con- 
tinue in 1954 and there was on balance a modest inflow of capital. 


Developments in the fourth quarter 


The current account deficit widened in the fourth quarter of 1954, in contrast to the pat- 
tern in the first nine months of 1954. The increase of the deficit on income account more than 
accounted for the increase in the current deficit from the fourth quarter of 1953. Total current 
receipts attained, and payments exceeded, the levels of the fourth quarter of 1953; while this con- 
trasts with the shortfall of receipts and payments in the first nine months, it should be noted that 
trade had fallen considerably in the fourth quarter of 1955. 


The merchandise trade surplus of the fourth quarter of 1954 was moderately higher than 
that of the fourth quarter of 1953. Ona seasonally adjusted basis, the recent decline in trade was 
mainly concentrated in the fourth quarter of 1953, with imports experiencing some further declines 
in the first quarter of 1954. Exports and imports were below the levels of one year earlier in the 
second and third quarters of 1954, but the seasonally-adjusted movement was moderately upwards. 
In the fourth quarter of 1954, seasonally-adjusted exports and imports were both at about the level 
of the third quarter, but moderately higher than their recent lows. A factor which affected both 
exports and imports in the fourth quarter was the dock strike in the United Kingdom. 


While the declines in grains and motor vehicles continued into the fourth quarter when 
compared to the levels one year earlier, these were more than offset by continued increases in wood 
products, metals, fishery products and chemical products. Imports of a variety of iron products 
continued to decline in the fourth quarter, partly offset by increased imports of a number of food and 
other products. 


Almost all of the larger deficit on invisibles from the quarter one year earlier was due 
to the increase of the deficit on income account by $60 million to $119 million. Most of the change 
was due to a considerable drop in dividend receipts and rise in dividend payments, although the same 
pattern was evident on interest account also. Gold production available for export was higher, but 
increased net payments on the other invisible accounts more than offset this change. 


The deficit with the United States rose in the fourth quarter of 1954, in contrast to the 
decline in this deficit in the first nine months and the year. The increased deficit on income account 
in the fourth quarter, to which reference was made above, was the main factor in this change. Export 
and import trade with the United States was at about the same levels as in the fourth quarter of 1953. 
The current surplus with the United Kingdom had increased in the first nine months, both because 
exports fell more slowly than imports and because there were large non-recurring payments for mili- 
tary services in 1953. In the fourth quarter, the current surplus with the United Kingdom rose apprecié 
bly over the levels of one year earlier. Imports continued to fall, but there was a substantial in- 
crease in exports over the fourth quarter 1953 levels. The surplus with other overseas countries 
continued to decline in comparison with the previous year, reflecting the same types of movements 
as in the nine-months comparison. While exports to these countries continued to fall in the fourth 
quarter, imports rose, and the deficit balance on invisibles continued. 


Inflows of capital to Canada for direct investment are tentatively estimated to have been 
$100 million in the final quarter of the year, or about the rate for 1953 taken as a whole. The fourth 
quarter movement is in contrast to earlier quarters when inflows were considerably smaller, but it 
includes several transactions of a non-recurring nature which are sufficiently large to account for 
the increase. Outflows of capital from Canada for direct investment abroad were of the order of 
$15 million in the last quarter of 1954. 


Portfolio security transactions led to a net capital outflow of $14 million. There was a 
net inflow of $17 million from trade in outstanding Canadian issues, reflecting net sales of $47 mil- 
lion of stocks, offset by net repurchases of $30 million of bonds and debentures. The proceeds of 
new Canadian issues sold abroad amounted to $25 million, and retirements to $51 million. Trans-_ 
actions in foreign securities led to an outflow of $5 million. 


is 
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During the fourth quarter there were the usual heavy repayments to Canada on official 
war and post-war loans to other governments; these receipts totalled $34 million. Non-residents 
increased their holdings of Canadian funds by $18 million. There was a Capital outflow of $45 


million to finance increased official holdings of gold and foreign exchange, and all other capital 
movements led to a net capital inflow of $18 million. 


Summary of Capital Movements 
SRL SEES cee Sa seein eid era aes 
LS2 = 1954 


(Millions of dollars) 


Change 1954 


1952 1953 1954 from 1953 

Direct investment in Canada + 346 + 398 + 325 ee Ge} 

Direct investment abroad = 77 - 56 - 70 = 
Canadian securities 

Trade in outstanding stocks + G2 to-21 + 121 + 100 

Trade in outstanding bonds - 166 «52 - 66 - 14 

New issues + 316 + 342 + 318 - 24 

| Retirements - 89 - 142 - 192 - 50 
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Foreign securities 


Official loan repayments + 56 + 87 £ 42 - 15 
_ Canadian dollar holdings of 
foreigners - 66 me MAY + 26 + 43 
Official holdings of gold and 
foreign exchange (increase, -) = 937 + 38 - 124 - 162 
Other capital movements = 552) - 179 + 38 + 217 


Net capital movement financing 
current account balance - 164 + 439 + 427 - 12 


QUARTERLY ESTIMATES OF THE CANADIA! 


Note: Data for195¥, are preliminary 


1 9A 2 aS SN 
sO Gs IV z it III 
A Current Receipts 
1 Merchandise exports (adjusted)... sseseeereesesrsneess 1,049 156 918 Bee a oe 1,077 | 
3 Gold production available for EXPOFt «.....-cceeerereee S7, oi 4g af 0 
4 Travel ExPenditures ......ssesserseseeetecereees 156 42 26 57 Y 
5 Interest and dividends ......+0+ 23 (= 26 32 
6 Freight and shipping... oh 98 103 yer 92 
Fi Inheritances and icicaree finder. re 22 19 16 27 
11 All other current receipts ...... 67 89 69 73 
12 Total Current Receipts.......ccscsesscsesreerseeseeneeees 1,452 15029 1,174 itt rG Bh 1,520) 
B Current Payments } 
1 Merchandise imports (Adjusted)... .seserserseenserecseeees 937 4,035 1,002 piep ions 1,052: 
4 Travel CXPENGitUFeS os... seeseneeneneeeeceeeceeeeeeenee 110 TE 68 95 } 
5 Interest and GiVidENS ......cscecessecssrsesesssssenssetsescensens 95 148 86 102 
6 Freight and shipping... ae RR cor SERRE eer 105 107 70 108 f 
7 Inheritances and Grants hindae eer 2k 25 a a2 . 
9 Official CONtTIDULIONS .......cecsessecssecteee teeereesenenenasenens - 5 10 9 3 
11 All other current PayMeNts.........csscesseresseeeeearsesesecenes 106 108 101 £25 128 
12 Thea Cimrent Payments viva teana Lae ae 1502 1,358 1,622 1,523 
Balance on Merchandise Trade ........... Cee eee + 118 - 8 - 48 + 2 | 
Balance on Other Transactions, ioxeludine BO wn: =Faoy - 96 - 90 - 134 - 3 
Cificial*Contribations.chs neta raencoe ate eiranes - - 5 - 10 - 9 - 
ce Current Account Balance ............cecssecssccseecetecserneeeaeeeees + 75 + 17 - 184 - 191 - 
D Capital Account 
Direct Investment 
1 Hirect investmentinsCanadac tence eae OO + 91 + 103 + 90 + 97 
2 Direckinvestmient abroad sawncmeawerdeusno. — LP - 28 - 8 phy te - 
Canadian Securities 
3 Trade in outstanding ISSUES .......csseeeeeetereoneeees =. 5) - 2&4 + LO =o - & 
4 RSW GStOS. Seach ce eeettet com enoemoccheeciseareinne hb ene, 9 + 6 + 132 + 60 + = 
5 RetEMeNtsS ve cissesccesassecacvonspesveosns stsken nas ersoeesessecsnasens ~ fé = 29 = oe nares - & 
Foreign Securities 
6 Trade in outstanding iSSUCS s...cccenane + 3 - + 2 yews + 2 
7 INR WSS UG Sere eereenoccearescndis seancesserusen-cnenerersngeswencneessess ~ = = 3h a 2 = iL 
8 Retirements .......cccccceccersececrssen cose cesesseesesrece cone sv ees ~ - Fe 1 a 4 
Loans by Government of Canada 
10 Repayment of post-war lOAMS .....sseeeeeeereeeseeeees “ + 2h + 2) yo WY = 
11 Repayment of war loans... ay, eee + 8 + 7 + 4 + 7 + 39 
14 Change in Canadian dollar folding of re aiere. + 2 - 68 + 45 + 20 - 
16 Change in official holdings of gold and foreign 
SXGNANRE (INCECASE,, MLAUS )asvcpeercenssacencssantraepactnane = 25 - L + 16 + 91 - 
17 Other capital MOVEMENES ......sseseesesetsetsecteeteseeteren ets = 115 - 32 = 9H +oPb5 “a 9 
E Net Capital MOVEMENictscnckctom a amnnan 75 = [7 + 184 + 191 = 13 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments, 


Ai) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commerc : 
a 

B 1) items like tourist purchases which are covered elsewhere in the accounts, Since 1951, furthermore, ee Se gabe pebe fects 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statis 


A 11) This item includes government transactions (except merchandise trade and 
B 11) insurance transactions, and business services, interest), personal reiilthai e 


by 
| i 
BALANCE OF INTERNATIONAL PAYMENTS 


| data for 1953 are subject to revision. 
| 


1953 9 5 & Annual Totals 
| ey I bal Pea Iv 1951 9 g 9 
(millions of dollars) 
A 
21,044 872 993 1,002 1,062 2g950 4,339 sie 3,92 1 
"29 35 43 39 :s«38 br Obs sGcamn cry ae 3 
Ey 2h 59 170 47 27h, 275 302 300 4 
| 2 23 32 22 59 15 145 164 136 5 
88 68 76 82 80 351 383 337 306 6 
23 17 28 25 21 | 85 92 91 7 
8h, 63 73 8h, 88 249 281 321 308 11 
(1,397 251022 41,304., 1,424 1,395 DetOO = 95,0560. mics Oui O25 12 
B 
994 923. 1,068* 943 986 hs097 3 7850s ely209000032920 1 
| ve 66 ae a 85 "280 73417365” 3.80 4 
Ul 88 95 82 178 1450 413 410 Lb3 5 
Oh 66 90 97 88 354 375 382 341 6 
, 2s) oy 23 23 26 70 oh, 91 93 7 
2 L 2 a 3 9 16 24, 10 9 
116 108 115 117 125 423 105 1,70 1465 11 
1,448 pezrom 2,491 15394. 1,492 DOOM AGH W AL SB GOb4. Os, 652 12 
bh 28 an ope - 75 + 59 + 76 - 147 + 489 - 57 i 29) 
= 99 1d @i 1102, = 628 <<169 - 361 - 309 -358 ~- 426 
-er2 SWAY CCS le a | = 9 Gta el6 toma 2ip eres 1o 
- 51 -17% -187 + 30 - 9% -517 +164 -439 = 427 c 
D 
+ 108 + 80 + 80 + 65 + 100 + 309 + 346 + 398 + 325 : 
~928 Beet wean 158 ve 830 86 EE 5 20) a Vin CeO et rt 2 
- 1 + 16 + 22 - ee LT + 38 - 94 - 31 + 55 3 
+5) + 170 + 8&6 + 37 + 25 + 411 + 316 + 342 + 318 4 
- 17 Seehes = 7T3 oo kh le 51 = 16, = 89°° = lo "% S492 5 
+ 15 - 4, + 10 - 5 + 15 + 12 + 21 + 9 6 
~Bi9 OG se Sm = 3, = 20, ea oe i 
- - - - + 2 + 3 - + 1 + 2 8 
+ 2h, SER? Mihetea leds tine 38 at, 26 tarShe . ster Bonaiew BF! die 2 10 
- Beet Tat vette 18 + 7 + 8 + 34 + 23 + 50 ~ -+ +30 7 
- ll - 16 it Bly + 10 + 18 - 192 - 66 - 17 + 26 14 
eo eae) = ahem, SbAbo ta 45 S0l5Gwe =reBleuchate 38H» cw 126 ve 
- 121 - 49 +107 Boaaattualt + (1284 ecb ld ssiyen 270 wnetse oe i 
+71 tl dayito 17s law e BOns oe 096 +517 -16h +439 + 427 E 
r = 


D A minus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 Thisitemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
_ private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 


presenting unrecorded capital movements and errors and omissions. 
X Raised significantly by procedura} change (see text, Vol. 2, No. 2.) 
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Selected Statistics of Canada's International Investment Position 
1945 - 1953 
(Millions of dollars) 1 ‘ _ 
1945. 1947 1949(1)1951 = 1952 1953 


FOREIGN LONG-TERM INVESTMENTS 
IN CANADA OWNED BY: 
ALL NON-RESIDENTS 


Direct investments 2; 113.. 25.980. 3, 586547508 5; 224 5, 90a ' 
Government and municipal bonds 1,662 1;528 1,755" 2,103 “25026 2,085 i 
Other portfolio investments 2,433 (2,384 2,317 2;519 “ayees 3 2,894 
Miscellaneous investments 284 2906 304 328 447(2) 466 
THONW NIL W092 7,h885 Ty, 900e 94 10,382." 11,422 
RESIDENTS OF THE UNITED STATES!) 
Direct investments 2,, 304° 2,548 3,09 Soe78 4,536 5,180 @ 
Government and municipal bonds $450 13875 15.55% 1,898 b..oes 1,868 @ 
Other portfolio investments 1,106 1,110 1,106. 1,209 gygicaes 5 1,534 
Miscellaneous investments 130 iVsys: 170 195 2491 ) 256 
TOTAL 4.990 5,200 5,908 7,257 8,000 8,838 
RESIDENTS OF THE UNITED KINGDOM(|?) 
Direct investments 348 B02 428 497 544 611 
Government and municipal bonds ES% 90 7 146 136 150 
Other portifolio investments 1,160 1,113 1,049 (bee6e 1,090 5 Ly k2s8 
Miscellaneous investments 85 70 67 65 114(4) 116 
TOTAL 1750 11,6450 lo Te 1,776 1,884 2,005 
RESIDENTS OF ALL OTHER COUNTRIES 
Direct investments 61 66 63 War 144 186 
Government and municipal bonds 55 51 50 59 57 67 
Other portfolio investments 167 161 162 182 213 232 
Miscellaneous investments 69 65 65 68 g4(2) 94 
TOTAL 552 343 340 436 498 579 


CANADIAN LONG-TERM INVESTMENTS(*) IN 
ALL FOREIGN COUNTRIES 


Direct investments 720 822 926 1,166 igets 1, 507% 
Portfolio investments 621 579 638 609 830(2) 842 
Government of Canada credits TOR. lieS 1 One, OO OIRO IZ2 1, 866 1,778 
TOTAL 2,048 3,217 3,504 3,697 3,967 4.aee 
UNITED STATES 
Direct investments 455 531 Thies 912 968 1,147 
Portfolio investments 409.366. 445 mere 536(¢) 537 
TOTAL 864 897" los. aeZss 1,504 1,684 
UNITED KINGDOM 
Direct investments 54 64 59 74 81 104 
Portfolio investments 53 By2 40 34 sii 29 
Government of Canada credits 56) 1331) 1 ae 1,357 1, 292 
TOTAL 668 WIR447 1, 5333502 1,469 | , 425 
ALL OTHER COUNTRIES 
Direct investments foil il Ga 146 180 ae 250 
Portfolio investments 159 161 155 199 263 276 
Government of Canada credits 146 485 566 528 509 486 
TOTAL 516 Sis 867 907 994 1,018 


Notes; Data represent book values. As the fiscal year-ends of some corporations do not corre- 
spond with the calendar year, comparisons of year to year changes with balance of pay- 
ments data should be made with caution. The estimates are also affected by reclassi- 
fications between direct and portfolio series and by accounting adjustments in the basic 
data. Figures for 1953 are subject to revision. 


Prior to 1949 Newfoundland was classified as an "other country". 

New series not strictly comparable with earlier years. 

Including some investments held as nominees for other countries. 

Excluding investments of insurance companies and banks,and subscriptions 
by the Government of Canada to the IMF and IBRD, but including the equity 
of non-residents in assets abroad of Canadian companies. 
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FIRST QUARTER, 1955 


Canada's transactions in goods and services with other countries led to a deficit of $157 
aillion in the first quarter of 1955, compared with a deficit of $176 million in the first quarter of 1954, 
loth merchandise exports and imports exceeded the levels of one year earlier. The increase in exports 
fas considerably larger than that in imports, however, so that the commodity trade deficit of $51 million 
athe first quarter of 1954 changed to a surplus of $8 million in the first quarter of 1955. Two-thirds of 
ais improvement in the trade balance, however, was offset by an increase of $40 million in the deficit on 
avisibles, mainly because of sharply increased dividend payments. A substantial increase in the current 
urplus with the United Kingdom offset the effects on the current balance of an enlarged deficit with the 
Inited States and adecreased surplus with other overseas countries in the first quarter of 1955 compared 
> the same period of 1954. 


Unlike the experience in most of 1954, the levels of both merchandise trade and other current 
ransactions in the first quarter of 1955 were considerably over the levels of a year earlier. The decline 
1a exports of grains, and economic readjustments in a number of Canadian industries, had reduced export 
nd import levels late in 1953. The balanced but moderate decline in both merchandise trade and invisibles 
ed to current deficits of $176 million and $189 million in the first two quarters of 1954, which were not 
reatly changed from those of the same periods of 1953. The trade surpluses in the second half of 1954 
xceeded those of the same period of 1953, but a sharp increase in net payments of interest and dividends 
a the fourth quarter of 1954 offset these changes. As a result of these opposite changes, the current defi- 
its in the last half of 1953 and 1954 were almost unchanged at $63 million and $66 million respectively. 


During the last half of 1954 the recessionary forces in Canada and the United States were in- 
reasingly offset by expansionary forces, and marked increases in economic activity occurred in both 
ountries early in 1955. At the same time, economic activity in the United Kingdom and other west Euro- 
ean countries has continued at high levels. The levels of current receipts and payments have responded 
trongly to these changes. Export and import volume in the first quarter of 1955 exceeded the levels of 
ne year earlier by 12 per cent and 6 per cent respectively. Current receipts and payments were also 
igher, particularly the latter. 


vommodity trade higher in value and volume 


Sharply higher purchases by the United Kingdom were a leading factor increasing exports in 
ae first quarter of 1955. Exports of grains to the United Kingdom rose markedly over the levels of the 
irst quarter of 1954, while the demand for Canadian raw materials also increased in the buoyant United 
tingdom economy. The effects of economic recovery in the United States were apparent in the increase of 
number of exports to that market, but the proportionate gains were generally less than in the case of the 
ise to the United Kingdom. The more moderate increase in imports was spread more evenly throughout 
ae various groups of products. 


. In the first quarter of 1955 the value of exports and imports, as adjusted for balance of pay- 
1ents purposes, exceeded the first quarter of 1954 by $96 million and $37 million respectively. Export 
nd import volume rose by 12 per cent and 6 per cent respectively. Price changes were slight when com- 
ared to the levels of the first quarter of 1954, although a further moderate deterioration in the terms of 
rade appears to have occurred. 


Exports to the United Kingdom rose by over one-third, while those to the United States and 
ther countries rose by 7 per cent and 5 per cent vespectively. Exports were higher to both the other 
terling area countries and western Europe, but lower to other overseas countries as a group. Imports 
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from the United Kingdom fell by almost 10 per cent, but those from the United States and other countries” 
increased, The trade surplus with the United Kingdom rose sharply, while the trade balances withthe — 


United States and other countries were virtually unchanged, ‘ 


\ 
The strongest export increases over the first quarter of 1954 occurred in wood products, nor 
ferrous metals, and chemicals. Among these groups, there were increases in such important exports as 
planks and boards, newsprint, wood pulp, all the major base metals, fertilizers, and other chemical pro- 
ducts. In addition, exports of wheat and automobiles, which had been responsible for so much of the de-- 
cline in 1954, were also higher. Exports of all grains and wheat flour were up only moderately, because 


of the decline in exports of flour. 


; Almost all groups of imports showed moderate increases over the levels one year earlier, © 
Most imports of foodstuffs continued the gains of 1954. Textiles and products, imports of which had been 
greatly reduced in 1954, rose considerably as a group. Changes in the largest group, iron and steel pro- 
ducts, were mixed. Imports of rolling mill products and some types of machinery were lower, but import 
of most items in this group (particularly automobiles) were higher; the group as a whole rose moderately, 
There were striking increases in imports of electrical apparatus and aircraft, and small declines in coal 


and crude petroleum. 


Increased deficit on invisibles 
sae tha aa a) Ape rg eke a Se ak 


In the fourth quarter of 1954 the deficit on invisibles had widened over that of the previous 
year and offset the improvement in the trade balance. A similar pattern appeared in the first quarter of — 
1955 compared to the first quarter of 1954, with the increase of $40 million in the deficit on invisibles off. 
setting two-thirds of the improvement in the trade balance. In each case the income account contributed 
most to this change. | 

There were some moderate increases in non-merchandise receipts, especially freight and | 
miscellaneous receipts, but these were much more than offset by a considerable increase in dividend pay- 
ments. In addition, travel expenditures and military service expenditures rose well over the levels one © 
year earlier. The increase in net income payments of $29 million was virtually all due to higher dividend: 
payments to parent companies abroad, with the other components of this account showing little change. 
Travel payments rose by $11 million over the first quarter of 1954, while receipts increased only slightly 


Transactions by areas 
SS ee OS 


In 1954 the current account deficit with the United States had been reduced and the surplus 
with the United Kingdom had increased, but a sharp fall in the surplus with other overseas countries off- 
set these changes. Inthe first quarter of 1955, compared to the same quarter of 1954, the deficit with thi) 
United States widened by $26 million to $263 million and the surplus with overseas countries other than thi 
United Kingdom fell by $12 million to $25 million; both these changes primarily reflect enlarged deficits | 
on non-merchandise transactions. By contrast, the current surplus with the United Kingdom rose by $57 
million to $81 million, because of an enlarged merchandise trade surplus. | 


The export and import trade with the United States increased by about the same amount in | 
each case, so that the deficit on this trade was virtually unchanged. Exports of wood products, base ) 
metals, and chemicals to the United States exceeded the levels of one year earlier, but exports of agri- | 
cultural products continued to fall. Almost all groups of imports from the United States showed gains, thi 
one exception occurring in non-metallic minerals. The increased deficit on invisibles with the United Sta’ 
was equal to the increased payments of dividends to that country. Travel expenditures were also consider 
ably higher, but increases in gold production available for export and some other current receipts offset 

this change. 


| 
The substantial rise in exports to the United Kingdom, along with lower imports, sharply 
raised the trade surplus over that of the first quarter of 1954. The largest export increases were in | 
grains, while a number of other agricultural exports to the United Kingdom were also higher. Exports of) 
planks and boards, newsprint, and most base metals were also higher. Most import groups were slightly’ 
higher, but iron and steel imports declined sharply. The deficit on invisibles with the United Kingdom wa, 
almost unchanged, with higher military service payments offset by increased freight and other receipts. | 


There was a balanced expansion in export and import trade with other overseas countries as | 
a whole, leaving the trade surplus with this group of countries at about the figure for the first quarter of iH 
1954. The trade surplus with both the other sterling area and other OEEC countries was enlarged as ex- | 
ports rose more rapidly than imports, but a sharp decline in exports to Japan led to a deficit in trade witl! 
the remaining overseas countries, Increased military service payments to European countries were pri-| 


marily responsible for the enlarged deficit on invisibles with these countries as a whole. 


ital movements 


: Gross direct investment inflows continued to be large in the first quarter of 1955, although 
below the record level established in the previous quarter. The liquidation of important investments, how- 
ever, reduced the net inflow. Security transactions led to a relatively small inflow because heavy repa- 
triation of bonds and debentures offset large net sales of stocks. There was a small inflow from the amor- 
tisation of loans to overseas governments. The net movement from these transactions in long-term assets 
and liabilities was not sufficient to meet Canada's current account deficit in the quarter. A relatively large 
inflow of capital occurred from increased holdings by non-residents of Canadian dollars and from a re- 
duction of official holdings of gold and foreign exchange, but there were outflows on account of all other 
capital movements reflecting mainly the transfer of Canadian short-term funds to the London money market, 
On the exchange market, the noon-average price of the United States dollar in Canadian funds was 97.60 
cents, compared with 96.90 cents in the fourth quarter of 1954, The United States dollar weakened slightly 
in January but strengthened considerably in both February and March, in terms of Canadian funds. 


Although gross inflows of capital for direct investment in foreign-controlled enterprises in 
Canada continued to be high during the first quarter of 1955, net inflows are tentatively estimated at $75 
million. With the exception of the third quarter of 1954, this is the lowest quarterly level of net transfers 
recorded since early 1952, and represents a decline of more than 40 per cent from the last quarter of 1954 
when inflows were at a record level. The figures give effect, however, to the withdrawal from Canada of 
the proceeds of the liquidation of a major investment. Had it not been for the transactions in connection 
with this development, the inflow for the quarter would have been above the rate for last year as a whole. 
Mining and petroleum investment continued to be heavy with considerable overseas participation. Flows of 
Canadian capital for direct investment abroad appear to have been smaller than usual and are tentatively 
placed at about $5 million. 


Transactions in Canadian portfolio securities led to a small capital inflow of $4 million, 
following outflows in the last two quarters of 1954. Trade in outstanding Canadian issues led to an outflow 
of $20 million, after four successive quarters ofinflow. This outflow occurred despite the fact that there 
were net sales of Canadian stocks aggregating nearly $52 million. United States residents added $36 
million to their holdings of stocks, United Kingdom $10 million, and other overseas countries $6 million. 
Repatriation through trading of nearly $74 million of outstanding Canadian bonds and debentures, mainly 
held in the United States, was also at a record level. Transactions in other types of Canadian securities 
accounted for a small inflow. The trading in bonds reflected net repurchases of $45 million Government 
of Canada direct and guaranteed issues, $27 million provincial and municipal, and $2 million corporation 
bonds. The trading and retirements of Government of Canada direct issues reduced total non-resident 
holdings well below $600 million, to about half the total held at the end of 1950. 


Proceeds of new Canadian securities sold abroad totalled $105 million. This amount is re- 
markably large in view of the prevailing narrow differential in interest rates. Although there were several 
municipal issues of significant size placed abroad, the larger part of the total is attributable to the acquisi- 
tion by non-residents of new stock offered to shareholders by Canadian companies, and to institutional pur- 
chases of new domestic issues, principally of corporations. Retirements of foreign-held debt, amounting 
to $81 million, were also at a high level. The major transaction represented official repatriation of debt by 
the Government; there were also heavy retirements on the maturity of issues sold abroad many years ago. 


Transactions in bonds and debentures undoubtedly reflect the existence of a relatively narrow 
differential between interest rates in Canada and in the United States. Yields on representative Canadian 
and United States Government issues maturing in 1968 were 2.81 per cent and 2.72 per cent respectively at 
the end of March. The differential of 9 base points or less than one-tenth of one percentage point is in 
sharp contrast to the differential of 40 base points at the end of 1954 and of more than 90 base points earlier 
in that year. The narrow margin is an influence discouraging the assumption of exchange risks involved in 
issues abroad, and encouraging their elimination through refunding in the Canadian market. It is of course 
also a powerful force in the movement of outstanding issues across the border. 


Transactions in foreign securities led to a net capital inflow of $9 million, reflecting mainly 
net sales of outstanding issues, chiefly United States stocks, in the amount of $12 million. 


Among other types of capital movements classified separately in Canadian balance of payments 
statements were inflows of $7 million representing principal repaid on outstanding loans to foreign govern- 
ments, and $36 million covering increased holdings of Canadian dollars by non-residents. A capital inflow 
of $71 million resulted from reductions in official holdings of gold and foreign exchange; a substantial part 
of this decline was related to official debt repatriation. 


All other capital movements resulted in a net capital outflow of $40 million in the first quarter 
of 1955. A leading influence on this figure was the movement of short-term funds to the United Kingdom for 
interest arbitrage. During March, 3 Month Treasury Bills were selling in the United Kingdom to yield an 
average of about 3.80 per cent; in Canada the rates averaged about 1.13 per cent. The average noon dis - 
count on 90 day forward sterling in Canada was 1 cent or about 0. 36 per cent. The net theoretical advantage, 
before commissions, of employing Canadian funds in the London market was consequently of the order of 
1 1/4 per cent per annum. 


- 


QUARTERLY ESTIMATES OF THE CANAD 


Note: Data for 1955are preliminary and | 


1 Wp sya 1953 
7 IV I II IIl Iv | 
A Current Receipts 
1 Merchandise exports (Adjusted)......cseseerseneerseesssees 1,156 918 deLio 1,077 1,0 
3 Gold production available for exPOrt .....-..ssesseseereeees 37 48 37 30 2 
4 Travel exPenditures .......ssssssssesesesesseesnsesesesesnsesnenenancenees 42 26 57 172 4 | 
5 Interest and dividends .. 73 27 33 24 81 
6 Freight and shipping... ie = 103 66 86 81 85 | 
] Inheritances and Fest lrg ee Bh ee bestia Ae 19 16 26 26 23 
11 All other current receipts .. 89 69 73 94 83 
. 
12 Tikal CHL Receiet tie ees 1,519 1,170 1,425 1,504 1,399) 
| 
B Current Payments q 
1 Merchandise imports Cir oa pee tevscaehan ne aeeaet 1,038 1,002 1,161 7,053 994 
4 Travel expenditures .. Obata eat eer eee iz 68 95 124 78 | 
5 Interest and Hiyidenda: Np sateen narr Arete CET AD 148 86 102 83 133) 
6 Freight and shipping..........s:sssccssssssseecsssseesssnseeesrensesees 107 69 106 107 9a 
7 Inheritances and emigrants’ fUnd5 ..........sereeseeeereens 25 PMN 22 23 a 
9 Official Contributions ..........csscssesessseesceeseerseeeceseeeenenes 5 10 10 %, 7 
11 All other current PAYMENtS.......scsesereerenessese cssnenserneneecs 108 100 123 126 116 | 
12 Total Current PayMents .........ccccssssseseeceseeseneneenenen 1,502 1350 1,619 1,519 1,440 © 
4 
Balance on Merchandise Trade ........... ae + 118 - 84 - 48 + 24 + 50 | 
Balance on Other Transactions, eerie B 9 steers - 96 = 92 - 136 - 36 - 96 | 
Official Contributions............sssssesesseccecncneecaen seen soenanaes ae) - 10 - 10 = tS - @i 
C Current Account Balance ........s:ssscssssessecneecnsersseansncececesens ai BY | - 186 - 194 Seed - 48 
D Capital Account | 
Direct Investment 
1 Direct investment in Canada .........scscsereeceeeeereceseeees + 91 e109 > eer + 106 + 114, 
2 Direct investment abroad ......ssssssscessseseeeeseen smeceee sees - 28 - ill - 10 - ill - fe 
Canadian Securities 
3 Trade in outstanding ISSUES ............secececees sosssese sees - 24 + 10 = 35 < 5 - 
4 Wye Wy SSUES aoe co ncoese te cane Lekeetles co vuce cose oyecenscch onus cs vensiarceanasiek + 46 + 129 + 60 + 14 + 132 | 
5 BML FOMmONGR veces cc srecsceay ote te oss sooner hv eae sats oe thaensccts - 29 - 29 - 89 =)k9 - By 
Foreign Securities a 
6 Trade in outstanding iSSUCS .......sessersereeseeeceererseee - + 2 Ss ae + 
7 NOW ISSUCSB........00.0ssccercccscesecncccrccsresseseneesscesosececsooscares - = 1 <, 2 i I - 
8 nitirinentas: ae Pea) ee ES Sel ont - 1 a z a | 
Loans by Geteriient of Conadl | 
10 Repayment of post-war loans «.......sssssssesseeeseeeseenes + 24 + 2 + 11 = + 26) 
11 Repayment of war loans... actor ee + 7 + 4 + 7 + 39 - 
14 Change in Canadian dollar holdings: of SER 28 - 68 + 44 + 20 - 71 - 
16 Change in official holdings of gold and foreign | 
exchange (INCreaseE. MINUS)..........secsccereeceeeesereeeee - 4 + 16 + 91 =o uit5 - oD 
3 Other capital MOVEMENES ......ceseescesreeeresceetereeanes sane ee aay) - 90 | Seth - 122 | 
E Net Capital Movement...........ssssssesssssesescesssececeseeseeseee sean Neveu ly + 186 + 194 25 + 48 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Ai) As used in the balance of payments, merchandise trade is adjusted to exclude such non-c , am 
B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthernana ae eee pyri tects 3et 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statis 


A111) This item includes government transactions (except merch 
Be ee ee co tsinees acuons.t pt merchandise trade and interest), personal remittances, miscellaneous inc 


BALANCE OF INTERNATIONAL PAYMENTS 


jata for 1954 are subject to revision. 


1954 1955 Annual Totals ea none 
ending 
I IT Lit IV f 1952 1953 1954 March 31,1955 
(millions of dollars) 
A 
872 993 1,002 1,062 968 4,339 43152 3,929 4,025 1 
a5 43 39 38 38 150 144 155 158 3 
24 59 170 49 26 275 302 302 304 4 
24 33 eo 63 23 145 165 143 142 5 
70 78 82 79 77 383 318 309 316 6 
| 18 28 24 19 17 85 91 89 88 7 
i 64 V2 81 81 73 281 319 298 307 11 
1,107 1, 306 1,421 1,391 Wpez2- 255058 | 5,491 53225 5,340 12 
B 
923 1,068* 941 984 960 3,850 4,210 3,916 3,953 1 
| 66 98 ical 87 1s 341 365 382 393 4 
89 95 86 161 17 413 404 431 459 5 
70 93 99 93 74 375 374 355 359 6 
21 23 25 25 22 94 91 94 95 7 
4 2 2 3 5 16 25 ey 12 f°) 
oa 10 116 117 124 124 405 465 467 481 i | 
1, 283 1,495 1,401 1,477 1,379 5,494 5,934 5,656 5; 752 12 
- 51 mene 15 + 61 + 78 + 8 + 489 - 58 + 13 + 72 
- 121 - 112 - 39 - 161 - 160 - 309 - 360 - 433 - 472 
a 4 a) a an? a3 5 - 16 = 25 at Fees Wy 
- 176 - 189 + 20 - 86 - 157 + 164 - 443 - 431 - 412 C 
D 
+> 83 + 88 ti) 67 + 138 ca dead fs) + 346 + 426 + 376 + 368 1 
- 9 - 18 - 28 - 19 - 5 ra - 63 - 74 «i f0 2 
+ 16 + 21 a 1 oT 7 - 20 - 94 = OL + 55 + 19 3 
+ 174 + 93 + 35 + 24 + 105 + 316 + 335 + 326 + 257 4 
= 25 ae fo) - 48 - 54 me Lok - 89 - 146 - 202 - 258 5 
tae G + 9 Seg 5) ere pt + 12 + 12 + 22 Fi + 15 6 
a 2 = 26 = eg te - 4&4 - 20 - 23 = 133 eybidd 7 
2 > 1 s 1 2 torts 8 
rim 2 ab | + 3 + 26 = + 33 + 37 + 42 + 40 10 
7 + 8 1 87 + 8 ree a7, + 23 + 50 + 30 + 30 11 
- 18 + 13 + 10 i 17 + 36 - 66 = +18 + 22 + 76 14 
- 4 i iopwe Ff - 38 - 45 al 71 - 37 + 38 - 124 - 49 16 
pa 2 + 102 - 25 - 21 - 40 Bey hal - 185 + 4 16 17 
+ 176 + 189 - 20 + 86 + 157 - 164 + 443 + 431 - 412 E 


ITES: 
_ Aminus sign indicates an outflow of capital from Canada. 
|,2 Exclusive of undistributed profits. 


‘1 This itemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered sei holdings Etreithaue: and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions. 


Raised significantly by procedural change (see text, Vol. 2, No. 2.) 


Current Transactions with Principal Countries 


and Areas, First Quarter 1954 and 1955 


All Countries United States United Kingdom Other Countri 
First Quarter 1954 1955 1954 1955 1954 1955 1954 i 
(Millions of dollars) 

Exports (adjusted) 872 968 543 581 134 183 195 
Imports (adjusted) 923 960 679 713 96 87 148 
Balance on trade - 51 + 8 -136 -132 + 38 + 96 + 47 
Other current receipts 235 254 164 178 32 6 39 
Other current payments 360 419 265 309 46 5Z 49 
Balance on invisibles -125 -165 -101 -131 - 14 eS - 10 


Current account balance -176 -157 SLOW -263 + 24 + 81 + 37 
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QUARTERLY ie aire OF 
THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


ar COND QUARTER 1955 


Canada's transactions in goods and services with other countries resulted in a deficit of $320 
nillion in the first half of 1955, compared with a deficit of $365 million in the same period of 1954. The 
current deficit of $162 million in the second quarter of 1955 was about the same as that of $158 million in 
he first quarter, while both were lower than the current deficits in the comparable quarters of 1953 and 
954. Merchandise exports rose more rapidly than imports from the first half of 1954 to the first half of 
955, with the result that the deficit on trade was reduced by $92 million to $34 million. About half of this 
mprovement was offset by an increase of $47 million to $286 million in the deficit on invisibles, an in- 
‘rease due mainly to larger net payments on the income and travel accounts. In both the first and second 
juarters of 1955, relative to the same quarters of 1954, the striking increase in the current surplus with 
he United Kingdom more than offset the widening of the deficit with the United States and the smaller sur- 
lus with other countries. 


In evaluating the change in the current deficit from the first half of 1954 to the fir st half of 
955, two special factors should be noted. A change in statistical procedure raised the import figure for 
‘une, 1954 by some $40 million. Furthermore, there were special non-recurring receipts arising from 
iettlements on defence account of some $30 million in the second quarter of 1955, most of which was treat- 
id as an offset to merchandise imports. 


The capital movements which on balance financed Canada's current account deficit of $320 
nillion in the first half of 1955 were to a considerable extent short-term in nature. While direct invest- 
nent inflows continued to be substantially inward and there were significant inflows for equity investment 
fa portfolio nature, there was a heavy outflow of capital as the result of repatriation of Canadian bonds 
nd debentures. A substantial growth in holdings of Canadian dollars by non-residents and other changes 
n Canada's short-term assets and liabilities abroad financed two-thirds of the net current account deficit 
n the six-month period. There were marked differences in these short-term movements within the half 
ear. Particularly noteworthy was a substantial movement of interest arbitrage funds to London in the 
irst quarter, a considerable part of which returned in the second. Official holdings of gold and foreign 
xchange, on the other hand, were reduced sharply in the first quarter, but grew in the second. 


Throughout the second quarter of the year the value of the Canadian dollar on the world ex- 
hange markets remained remarkably stable. The price ofthe United States dollar inCanada varied by only 0. 78 
ents. The average price during the quarter was 98.54 cents. These rates are in contrast to the first 
uarter during which the United States dollar strengthened from 96.59 to 98.28 cents, and was traded with- 
na range of 2.59 cents at an average of 97.60 cents. 


In contrast to most of 1954, total transactions in both merchandise trade and other current 
eceipts in the first half of 1955 have considerably exceeded those of one year earlier, The levels of both 
nerchandise trade and invisibles declined late in 1953 and in the first half of 1954, primarily because of 
he decline in exports of grains and economic adjustments in a number of Canadian industries. The de- 
lines in current receipts and payments in the first half of 1954 were balanced, so that the quarterly 
eficits of $176 million and $189 million in this period were not greatly changéd from those of the same 
eriod of 1953. By the fourth quarter of 1954, current receipts and payments had ceased to fall below the 
evels of one year earlier. The merchandise trade surpluses of the second half of 1954 exceeded those of 
he Same period of 1953, but a sharp increase in net payments of interest and dividends offset these chang- 
8, The result was that the current account deficits in the last half of 1953 and of 1954 were almost un- 
hanged at $63 million and $66 million respectively. 


The expansion in economic activity in Canada and the United States has been marked in the 
irst half of 1955, while the high levels of economic activity in the United Kingdom and other West European 
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i i L consequence, Canada's international current receipts and payments have cor 
siderebty He sata ae fir st half of 1954. Inthe first and second quarters of 1955 export volume 
exceeded that of the same quarters of 1954 by 12 per cent and 8 per cent respectively, while import volum 
rose by 6 per cent and 8 per cent in the same comparison. The terms of trade improved moderately in th 
second quarter of 1955 relative to the same quarter of 1954, the first such improvement in the past two 
years. As inthe last half of 1954, however, the effect on the current account deficit of the more rapid in. 
crease in exports than in imports was partly offset by the more rapid increase in other current payments 


than in other current receipts. 


Commodity trade higher in value and volume 
ee ee 


The increase in exports and imports reflects a variety of influences. Exports of commoditie 
other than grains rose to a new peak in the first half of the year, while total exports exceeded the fia 
half of both 1953 and 1954. The major factor contributing to this has been the continued expansion of 
economic activity in the United Kingdom and the sharp recovery of activity in the United States, with stron 
resulting demands for Canadian raw materials in particular. The existence of new productive capacity in 
Canadian export industries is making possible some of the rise in industrial materials. Other overseas 
countries as a group have also increased their purchases of wood products and base metals. While the 
United Kingdom has also substantially increased purchases of wheat and barley following reductions of 
stocks in that country, exports of such products to the United States and some overseas countries have 
fallen, Imports have responded to the renewed expansion in several sectors of the Canadian economy, anc 
were not greatly below the peak levels of 1953 in the first half of the year. Manufacturing production has) 
expanded rapidly in recent months, particularly in the case of durables which had declined in 1954, Per -. 
sonal expenditure has continued at high levels. The cessation of growth in business inventories in 1954, 
which played an important part in the decline of imports in that year, has given way to some accumulation) 
recently. 


Adjusted merchandise exports rose by $200 million in the first half of 1955 relative to the 
first half of 1954. The increase was not widely different in the first and second quarters. Adjusted im- 
ports exceeded the first half of 1954 by $108 million; $70 million of this increase occurred in the second 
quarter of 1955, The latter increase would have been doubled had it not been for the two special factors 
noted earlier. Export prices rose moderately from the second quarter of 1954 to that of 1955, while im- 
port prices were unchanged, The resulting improvement in the terms of trade was the first in such quarte 
to quarter comparisons in some time. As already noted above, the increase in export volume has exceed¢ 
that in import volume. 


The increase in exports in the first half of 1955 was almost wholly accounted for by increase: 
exports to the United States and the United Kingdom. The absolute increase to the United Kingdom was mt 
than that to the United States, while the relative increase was considerably greater. By contrast, importi 
from the United Kingdom declined in both the first and second quarters while those from the United States | 
and other countries rose. The decline from the United Kingdom was concentrated in June, when the effect 
of strikes in that country interrupted trade. Compared to the first half of 1954, the deficit in merchandise 
trade with the United States has remained unchanged, while the sharp increase in the trade surplus with 
the United Kingdom has much more than offset the decline in the trade surplus with other overseas 
countries. 


The strongest increases in exports, both in the second quarter and first half of 1955 relative 
to the same periods of 1954, were in wood products, non-ferrous metals, non-metallic minerals, and 
chemical products. More than three-quarters of the total increase in exports was in the first two groups 
noted above, which accounted for somewhat over half of total exports in the first half of 1954. Agriculture 
products, animal products and miscellaneous commodities were each lower in the second quarter of 1955 
compared to the same quarter of 1954. 


Exports of planks and boards continued to rise very sharply, as in the first quarter of 1955. 
The major base metals, except lead, also rose in both quarters. Reflecting the operation of relatively 
new sources of production, exports of iron ore, petroleum and chemicals rose considerably in the second 
quarter over the levels a year earlier. Exports of wheat, however, were virtually unchanged in the half 
yearly comparison, a decrease in the second quarter offsetting an increase in the first. Such major ex- 


ports as other grains, flour, fish and products, and farm machinery and implements were lower in the 
first half year. 


Imports in the first half of 1955 were approaching the peak levels of the first half of 1953. 
Several of the major import groups, in fact, had considerably exceeded the levels of the first half of 1953. 
The most notable exception was the iron and steel group, particularly because of a sharp decline in im- 
ports of a number of farm implement and machinery items since the first half of 1953. 


Compared to the levels of the first half of 1954, the increase in imports in 1955 was wide- 
spread. All nine import groups increased in both the second quarter and the first half of 1955 compared 
to the same periods of 1954. The increases in the half yearly comparison were usually broadly spread 


ou= 


dustrial materials. 
Deficit on invisibles higher in half year 
ee eS eT An Aad year 


| Net payments for current account invisibles in the first half of 1955 were $286 million. This 
was $47 million greater than in the first half of 1954, and consi 
since the war. Most of this increase in the deficit occurred in 


| In three major non-merchandise accounts, the direction of change in the first quarter was 
continued into the second. In both quarters travel expenditures abroad rose far more than did travel 
receipts, relative to the levels one year earlier, so that the deficit on this account rose by $22 million in 
the half year. The levels of both receipts and payments on travel account were substantially higher than 
many earlier first half year. In both quarters receipts of interest and dividends were virtually the same 
as in the same quarters of 1954, Payments of interest have also stabilized, with substantial retirements 
ind repurchases of outstanding bonds offsetting the effect of new issues. In contrast to the stability of 
shese items, however, dividend payments rose sharply in the first quarter of 1955 and more moderately 

n the second, widening the deficit on income account in each case. Freight and shipping receipts and pay- 
ments have risen in both quarters of 1955, primarily reflecting higher levels of trade. in this case 
receipts have risen more rapidly, and the balances have improved. 


| 
In the other non-merchandise accounts, the changes have been small or offsetting. Gold pro- 
luction available for export was almost unchanged in the half year period. The number of immigrants has 
allen below the levels of the same period of 1954 but, in response to an easing of restrictions on trans- 
‘ers, funds transferred by immigrants have been maintained. Miscellaneous re ceipts have continued to 
‘ise in the second quarter, while payments were unchanged from the level one year earlier, The stability 
in the latter is probably temporary, reflecting a special offset to payments to allow for a non 


E -recurring 
lefence receipt. 
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Current Transactions with Principal Countries 
| and Areas, 1954 and 1955 

i 

i 
\ 


(Millions of dollars) 


All Countries United States United Kingdom Other Countries 
1954 1955 1954 1955 1954 1955 1954 UC Mays: 
econd Quarter 
xports (adjusted) 993 1,098 595 647 153 201 245 250 
nports (adjusted) 1,068 i138 767 823 110 99 191 216 
| 
alance on trade = ef) - 40 oo ee = 76 +7543 P02 + 54 +a Si4 
alance on invisibles - 114 = 122 - 109 - 114 hil? = 1 + 7 = a 
| Current account balance - 189 = N62 = eo - 290 tee sal FeO eee ° | 5 aly 29 
anuary to June 
xports (adjusted) 1,865 2,065 1,138 rP227 287 384 440 454 
nports (adjusted) 1,991 2,099 1,446 1,536 206 187 339 376 
alance on trade = 126 uP a34 - 308 - 309 ‘ero Lo a alo) x ztiewet fe! 
ther current receipts 548 594 381 416 12 86 95 92 
ther current payments 787 880 591 662 98 100 98 118 
alance on invisibles - 239 - 286 = 210 - 246 ~s i260 a Lt - 3 - 26 


| Current account balance - 365 =) GVAt; = 518 = 555 +, 55 +185 +) 98 ap ye 


Transactions by areas 
le cetera hs as PBs ee 


In both the first and second quarters of 1955, relative to the same quarters of 1954, the 
current account deficit with the United States increased and the surplus with overseas countries other 
than the United Kingdom declined. In both quarters, however, the increased current surplus with the 


United Kingdom more than offset these changes. 


The increase in adjusted exports and imports with the United States was balanced, with the 
result that the deficit on trade was almost unchanged in both the second quarter and half yearly comparisons 
The deficit on invisibles rose sharply in the first quarter as dividend payments increased rapidly, but the — 
increase in this deficit was slight in the second quarter. Exports to the United States in the first six months 
of 1955 were considerably higher in the case of most wood products, base metals, asbestos, chemicals, anc 
other industrial materials, but lower in the case of grains. The increase in imports has been widespread. | 


The sharp increase in exports to the United Kingdom in the first half of 1955 has affected every 
major group of exports except animal products. About two-thirds of the increase was in agricultural pro-— 
ducts, particularly wheat and barley. The decline in total imports was concentrated in June, when ship - 
ments were interrupted by strikes in the United Kingdom. Earlier in the year, declines were mainly in 
automobiles and other iron products. Imports of other groups of commodities were generally higher before 
the strikes than in 1954. The elimination of the deficit on other current transactions in the second quarter 
reflects both a special non-recurring defence receipt and increased freight receipts. 


The moderate nature of the export recovery to other overseas countries in the first half of 1955" 
conceals a varying pattern by area and by commodity. Exports were higher to other sterling area countries 
and Western Europe, but lower to other overseas countries because of a sharp drop in exports to Brazil and 
Japan. While a number of these overseas countries increased their purchases of wood products and base 
metals, purchases of grains declined - mainly because of lower sales to the two markets just noted. Im- 
ports have been rising from these overseas countries, however. The reduced trade surplus in the first half 
of 1955 has been accompanied by a relatively large increase in net payments for invisibles, primarily be- 
cause of increased military service expenditures. 


Capital movements 


It is only under the most extraordinary conditions that the international flows of capital in any 
period may be ascribed to a single set of dominant forces. The capital movements which, on balance, 
financed Canada's current account deficit in the second quarter of 1955 were the result of a particularly 
diverse group of influences not all of which may yet be fully evaluated. Net inflows of capital for direct 
investment were somewhat higher than in the first quarter when repatriation offset an important part of the 
gross inflows. Security transactions, on the other hand, led to a substantial net outflow arising from a 
divergent series of movements. After taking into account also repayments of principal on Canada's loans 
to overseas governments, transactions in these particular long-term assets and liabilities produced only 
$26 million, equivalent to about one-sixth of the current deficit. The balance was covered by changes in 
Canada's short-term assets and liabilities abroad. Among these were a sharp increase in Canadian dollar 
holdings by foreigners, and the repatriation from London of a substantial volume of interest arbitrage 
funds. In the opposite direction was a capital outflow to finance increased official holdings of gold and 
foreign exchange. Also included was the balancing item which in contrast to most quarters of recent years 
reflected large capital receipts. 


Capital continued to flow into Canada for direct investment in foreign-controlled enterprises. 
Gross inflows were not quite as large as in the first quarter but the absence of important repatriation led 
to a somewhat larger net inflow, tentatively placed at $85 million. The inflow for resource development 
accounted for about eight-tenths of this amount, but was not as large as in the first quarter; capital re- 
ceived by the petroleum industry rose sharply but not sufficiently to offset the effect of non-re curring 
receipts in the first quarter by other mining enterprises. About nine-tenths of the net inflow was from the 
United States in contrast to the preceding quarter when about one-half of the movement was from over- 


seas countries. The net outflow of capital for direct investment abroad was greater than in the first quarter 
and is tentatively placed at $10 million. 


Transactions in Canadian portfolio securities led to a net capital outflow of $42 million. This 
relatively large balance conceals the existence of net sales to non-residents of some $58 million of out- 
standing issues of Canadian stocks. This inflow, which exceeded the previous record of $51 million 
established in the preceding quarter, includes purchases of Canadian stocks by United States investment 
funds organized in 1954 and 1955. The share of non-residents in gross sales on the principal exchanges 
in Canada has continued to be about one-fifth. While stock prices in both Canada and the United States have 
risen greatly, their course has been roughly parallel. Repatriation of foreign capital through Canadian 
repurchases of outstanding bonds and debentures continued to be important. Although the net movement 
was some $33 million smaller than in the first quarter, it offset all but $9 million of the receipts from the 
sales of stock. The total of $49 million includes net repurchases of issues of each of the debtor class- 
ifications for which the Bureau has trading data. Undoubtedly a significant factor in the repatriation was 
the existence ofa relatively narrow margin between interest rates in Canada and the United States. Asan 


aah ae 


lustration, on several occasions, the spread between 
1 1968 fell to about one-twentieth of one per cent. 
le second quarter totalled only $18 million; about t 
on-residents in new issues of Canadian stocks. 
illion, much of it representing maturity of fund 


yields on comparable government issues maturing 
Proceeds of new Canadian issues sold abroad during 

wo-thirds of this amount covered the participation of 

Retirements of foreign-held debt amounted to about $69 
ed debt of the national railway system. 


Transactions in foreign securities led to a net capital outflow of $25 million. This included net 
irchases of $8 million of outstanding foreign issues, taking the form, on balance, of United Kingdom stocks. 
hese transactions represented the first significant outflow of capital from Canada for portfolio investment 
.long-term British securities since the war. During the second quarter of the year, Canadians also pur-— 
1ased a number of new issues of foreign securities, leading to a capital outflow of $17 million. The largest 


irt of this movement reflected the sale in Canada of a $15 million issue of debentures by the International 
ank for Reconstruction and Development. 


Canada received principal payments of $18 million on war and post-war loans to overseas 
yuntries. The receipts during the second quarter reduced the total outstanding to about $1,680 million, 
ympared with $2,000 million at the end of 1949. There was also an inflow of capital from changes in 
anadian dollar holdings of foreigners. These rose by $38 million in the second quarter, following four 
‘evious quarters of increase aggregating $70 million. The net growth in the quarter was in holdings of 
nited States residents and a significant part of the total represents balances and temporary investments 
ld for the account of investment funds. There was a considerable decline of balances held for United 
ingdom residents, roughly offsetting an equivalent increase in the fir st quarter of the year. Residents 


other overseas countries increased their Canadian dollar holdings during the quarter sufficiently to off- 
tt the British reduction. 


There was an outflow of $56 million to finance increased holdings of gold and foreign exchange. 
y the end of June, official holdings of gold and United States dollars amounted to U.S. $1,930.4 million, 
»some $12.2 million below the record month-end holdings reported at the end of 1954, 


As has been the case in the second quarter of the two preceding years, there was an abrupt 
ange in the balance of ''other capital movements", In the second quarter of 1955, an inflow of $154 
illion is shown for this group of transactions, in contrast to an outflow of $23 million for the first quarter. 
1e largest identified element of the movement in the second quarter was a return of interest arbitrage 
nds from London. Between December 1954 and March 1955, the combined effect of the differential be- 
een treasury bill yields in the United Kingdom and North America, and the cost of forward exchange pro- 
ction, made attractive the employment in the London market of short-term funds from Canada and the 
uited States. It is estimated that by the end of March, apart form the employment of funds by the bank- 
g system, Canadians were holding some $75 million of these interest arbitrage investments. During the 
cond quarter, although the yield on United Kingdom treasury bills rose somewhat, the cost of exchange 
otection on swap transactions rose more rapidly, and at the same time the yields on Canadian treasury 
lls improved. As a consequence, the attraction for Canadians of the London money market weakened, and 
is estimated that by the end of June somewhat more than $25 million of the holdings had been repatriated. 
‘eliminary evidence indicates that there was also a reduction of other holdings of sterling by Canadians. 
other substantial inflow included under "other capital movements" was a growth in Canadian dollar hold- 
gs of international financial institutions. But when account is taken of the se movements, and of a number 
smaller transactions of which there is direct evidence, there remains at the present time a large in- 
cated inflow as the balancing item for the second quarter. It is not yet possible to evaluate the significance 
this item which covers, inter alia, changes in international open account commercial indebtedness and 
ivate holdings of exchange of which only fragmentary data are yet available. For some years now the 
lancing item in the second quarter has been on the receipts side indicating capital inflows. Any seasonal 
aracteristic towards an inflow would no doubt be reinforced by the heavy growth which occurred in Can- 


ian imports during this period, as a result of whicha growth in Canada's outstanding international pay- 
les might normally be expected. 


QUARTERLY ESTIMATES OF THE CANAD 


Note: Data for 1955 are preliminary 


Current Receipts 


1 Merchandise exports (AAJUSTE)....-sererereerererensecnreceees 
3 Gold production available for EXPOLE oo ceccserecssecerseeceeees eo ef A 7 
4 Travel EXDeNditUres ......ccssssereeresersresenersserensessen nen crenes 
cc 27 33 24 81 
5 Interest and dividends .. RS ase taastedant ew ouetns chaepeanese 
66 86 81 85 
6 Freight and shipping... bis Mi cittecdeocenevevsdeens 26 26 23 
7 Inheritances and iain’ sides eareens 16 3 94 83 
11 All other current receipts .. 69 u 
12 Total Current Receipts.......ss.csscscsssescseersescesnsanersreess 1,170 1,425 1,504 1,392 
B Current Payments 
1 Merchandise imports (adjust ed).....+sssessesseeseesessesesesees 1,002 1,161 1,053 994 
4 Travel Expenditures ....ssssesssessvesesseesecnnssnsveesesenecenscenn anes 68 95 124 78 
5 Interest ANG GiVIGENAS ......sseseseserssseecentencsesceneeceeeseenen 86 102 83 133 
5 Freight and shipping... Pe a Ets 69 106 107 92 
7 Inheritances and bai cne nee ee. SAO Fe 21 az 23 25 
9 Official CONtTIDULIONS .........sssesseeceeeceeeercnenenenenenaeseenen sees 10 10 3 2 
11 All other current eae ae wei e ONE tee a 100 123 126 116 
12 Total Current Payments ...........ssecssesecessseneneeneneesens 1,356 1,619 1,519 1,440 
Balance on Merchandise Trade .. $date se siften (Ey (BS - 48 + 24 + 50 o 
Balance on Other Transactions, ec braitty B 9 22G% - 92 - 136 - 36 - 96 = 
Oficial Contributions terh.2e i ate Ate. dO - 10 a) - 2 - & 
+. 
Cc Current AcCount, Balances. ..-.ss:cisisseonooe sscntensrecesessenrecasseeen = 186 - 194 - 15 - 48 - 176 | 
D Capital Account , 
Direct Investment | 
1 Divert nvostnent in Canbda 01.1 c.suketndateea? ©) 209 + 97 + 106 + 114 + 83 
2 HG ect invoruient aifoad mnt hearers kee - 10 - il moe: bE -' = 
Canadian Securities 
3 Trade in outstanding ISSUES «.....sssereesnereeen  F 10 - 35 - 5 - 4 + @ 
4 See REE eg a ee ec ay ere a eee Meee ets, 60 + 14 + 132 + 174 
5 Ratireents ee Wee. Laas rake aaa Le! 2 - 89 = 9 - 19 - &@ 
Foreign Securities f 
6 Trade in outstanding ISSUES ....ccsesrerenseccnecee FT 2 + 3 + 2 + 15 + @ 
7 Weep Gainey fia. tadashi AOD raeininenans 7 1 - 2 “ if - 19 - 
8 Fieliveraker 2 ies i - “= = a 
Loans by Gaveahion: of Cada’ 
10 Repayment of post-war lOANs «..cssssesseeseeenn Ft 2 + ill - + 24 + @ 
11 Repayment of war loans... a og xe 4 + 7 + 39 fs + @ 
14 Change in Canadian dollar pines, of ee + 44 + 20 = PE aay - = 
16 Change in official holdings of gold and foreign 
exchange (increase. MINUS)... t 16 + 91 =» 35 - 34 - 
17 Other capital MOVEMENES ......-eeseeceseerersesereeeersees oeescci sas - 90 + Al ou 4a sched - 


Net Capital MOVeEMENL...........cscscresseeerreeer sree 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments 


A1) As used in the balance of payments, merchandise trade is adjusted to 
exclude 
B 1) “igi like tourist purchases which are covered elsewhere in the accounts. Since ene fathonnores hase ewidtere ee 
y governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statis 


A111) This item includes government transacti I 
St iicncuinne area ctons, wa tha ee rr ata merchandise trade and interest), personal remittances, misceilaneous inc 


ALANCE OF INTERNATIONAL PAYMENTS 


ata for 1954are subject to revision. 


| £97074 Sy see) Annual Totals ee 
ending 
) II III IV I ie 1952 1953 1954 June 30, 1955 
| (millions of dollars) ide ; 
| 
) A 
3 1,002 1,062 967 1,098 4,339 152 3,929 4,129 i 
43 39 38 38 39 ~ 150 144. 155 "154 3 
b i 26 66 275 302 302 S11 4, 
| . a 25 34 145 165 143 145 5 
) 77 89 383 318 309 327 6 
) 28 24 a3 16 29 85 91 89 88 7 
| 72 81 81 75 80 281 319 298 317 11 
-,306 1,421 Po 9 leg de 224 1,435 5,658 5,491 5,225 5,471 12 
x B 
; anes he 961 1,138 3,850" 4.2710" 3.916 4,024 1 
| 7 i 118 341 365 382 413 4 
95 86 161 120 100 413 404 431 467 5 
| 93 99 93 74 98 375 374 355 364 6 
| 3 4 ae 22 23 94 91 94 95 7 
| 5 4 16 25 yl 14 9 
| 116 117 124 123 116 405 465 467 480 11 
2495 1,401 1477" 1382 1 OO 5,494 5,934 5,656 53857 12 
75 + 61 610) + 6 - 40 + 489 
- 58 + 13 + 105 
| B12 - 39 iol GD gto 359 - 118 - 309 - 360 - 433 - 477 
| Br ge Se - 4 Cray - 25 SVT =nls 
| 189 + 20 - 86 - 158 - 162 + 164 = ALS Gor - 386 Cc 
D 
) 88 TPLO7 + 138 +..75 oS i + 346 + 426 + 376 + 365 1 
18 - 28 ers. - 10 Seazyz 65 ah - 62 2 
| 21 eae. RLS wes Sk rie, 9 94. aT + 
rs me 55 - 4 3 
93 +0035 © 724" * 107 + 18 e316 + 335 + 326 + 184 4 
75 - 48 -" 54 «= 84 - 69 ao - 146 =. 202 - 255 5 
9 ae | ate Doe ee Be - 8 + 12 + 22 +0 U7 rome 6 
26 - 3 Ae | sandy, oe 20 eass me £5335 - 27 7 
- ey ae ee a 1 2 $:09"5 8 
| “21 PS +926 - +r 10 + 33 37 + 42 +a-059 10 
128 + rf + ae es aw f + 8 4/923 2° 230 +. 30 + 30 11 
‘3 86 + «(10 + 17 + 30 + 38 66 - 18 + 22 + 95 14 
| 37 - 38 ie te en ee P| - 56 437 + 38 - 124 - 68 16 
i102 - 25 ie AN 3.1 + 154 - 511 - 185 eaaey 85 17 
189 - 20 + 86 + 158 + 162 AYA + 443 ip He | + 386 E 
ITES: 


_ Aminus sign indicates an outflow of capital from Canada. 
»2 Exclusive of undistributed profits. 


" This itemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions. 


Raised significantly by procedural change (see text, Vol. 2, No. 2.). 


Summary of Capital Movements 
summary oe 


Third Fourth First Second First Second First 
Quarter Quarter Quarter Quarter Half Half Half 
1954 1954 1955 1955 1954 1954 19553 


(Millions of dollars) 


Direct investment in Canada + 67 + 138 a ear b> + 85 + 171 + 205 + 


Direct investment abroad =) 26 ee Lg - 5 Sao ae WATS Babe = 


Canadian securities 


Trade in outstanding stocks + 32 + 47 + 51 + 58 + 42 + 79 + 

Trade in outstanding bonds - 31 =» 30 - 82 - 49 ~ 5 Pees a 

New issues + 35 + 24 + 107 + 18 + 267 + 59 + 

Retirements - 48 - 54 ~ §4 - 69 - 100 - 102 “ 
Foreign securities «4 - 5 ae gs ts - 25 »- 45 e 9 = 
Official loan repayments + 10 + 34 : ed wat! + 18 +°28 + 44 + 
Canadian dollar holdings of 

foreigners + 10 5 ae +. 30 + 38 - 5. ) ree + 
Official holdings of gold and 

foreign exchange (increase, -) - 38 ~ 45 + Fy Se ee - 41 - 83 + 
Other capital movements mevAS AM wes + 154 + 50 = 46 + 


Net capital movement financing 
current account deficit = 20 + 86 + 158 + 162 + 365 + 66 + 
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QUARTERLY ESTIMATES OF 
THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
THIRD QUARTER 1955 


In the third quarter of 1955 there was a deficit of $89 million in Canada's current account of _ 
oods and services with other countries. This excess of expenditures on imported goods and Services 
ver exports contrasted with a current account surplus of $20 million in the same period of 1954. The de- 
.cit in the third quarter was larger than in any earlier similar quarter, a period when current receipts 
re unusually large. New record levels for any quarter were reached by both total current receipts and 
otal current expenditures as Canada's current account reflected the effects of the coincidence of un- 
sually heavy United States and overseas demands for Canadian products and new high levels of Canadian 
conomic activity. 


| 


| Contributing to the change from the previous year were an import balance on commodity 
ccount in contrast to an export balance in the third quarter of 1954, and an enlarged deficit from all other 
urrent transactions and official contributions. The change in the balance on commodity account from the 
econd to the third quarter this year was less pronounced than usual. Consequently the reduction in the 
urrent account deficit in the third quarter from the levels of the two earlier quarters in the year was ap- 


reciably less than in recent years. 


| e change in the trade balance in the r uarter occurred in a period when a Significant 
| The change in th de bal in the third q d i period wh ignifi 
mprovement had taken place in Canada's terms of trade in relation to last year. Mainly due to a rise in 
xport prices the terms of trade had improved by some 3% from the third quarter of last year. 


In the first three quarters of 1955 the deficit of $406 million compares with $345 million in 
ae same period of 1954. The principal rise has been in the deficit from current transactions other than 
ommodity trade. In both years the deficit on commodity account made up about the same amount but this stabil- 
vy is partly the result of a change in statistical procedure with respect to imports which affected the 
igures in June 1954. When allowance is made for the effect of this change on the commodity balance in 
954 an increased deficit on commodity trade is indicated. 


Although the current account deficit was the largest ever recorded for the third quarter, 
qere was no serious problem involved in financing it. Net capital inflows for long-term direct invest- 
ient in foreign-owned enterprises in Canada and in Canadian-owned enterprises abroad amounted to $65 
ruillion, a moderate reduction from the $75 million recorded for the second quarter, but on the other hand 
ae outflow from transactions in all portfolio securities amounted to only $5 million in contrast to the $68 
iillion outflow which occurred in the second quarter. Taking into account also principal repayments 
eceived on Canada's loans to overseas governments, transactions in the particular long-term assets and 
iabilities already mentioned led to net capital inflows of $69 million and $25 million in the third and second 
uarters respectively. Thus these capital transactions left only $20 million of the current account deficit 
2 be financed by other movements in the third quarter, in sharp contrast to the $137 million remaining in 
ae second quarter. 


trong demands for commodity exports and imports 
i 

The trends and pattern of trade in the third quarter were generally a continuation of those 
vident in the earlier part of the year, although in a somewhat more pronounced form. The predominant 
2ature was a continuation of the coincidence of strong demands for both exports and imports. As a result 
xports and imports in the third quarter each rose to new peaks in value and volume for the period from 
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the levels of the second quarter as adjusted for use in the balance of payments statement. This contrasts 
with the usual seasonal trends in trade when exports and imports in the third quarter are at a lower level 
than in the second quarter. As the rate of growth in imports has been recently increasing there was an 
import balance on commodity account for the third quarter of about the same size as in the second quarte! 
in contrast to the more normal trend towards reduction in this period. 


The increased strength of Canadian demands for imports in the third quarter was generall j 
distributed over most groups of commodities. Rises in consumers! and producers! goods, raw materials 
and finished products were all evidence of the breadth of the demands suggesting that high levels of Cana- 
dian consumption and investment are the underlying sources of the strong demands. As well as the high 
level of imports of industrial machinery and equipment there have been indications of some rises in busines: 
inventories in Canada in contrast to some contraction in the same period of 1954. In the first nine months 
of 1955 imports rose 11% in value and somewhat more in volume as import prices have been slightly lower 
This contrasts withthe decline of almost 10% in the value of Canadian imports in the same period of 1954. 
Canadian manufacturing production, which uses many imported materials and components, has also fluctu- 
ated in the same direction as imports in both periods, but with a lower rate of change in the periods as a 
whole. Likewise the rate of change in imports has much exceeded the relative rise in Canadian incomes, 
In the third quarter the rate of rise in imports from the previous year of over 23% was even greater than 
in the earlier part of the year. 


In the third quarter the rise over the previous year was more generally distributed among 
imports from the main sources than was the case in the first three quarters as a whole. There were sub- — 
stantial rates of increase in imports from each of the United States, United Kingdom, Rest of the Sterling © 
area and Other Countries in the third quarter. This contrasts with the first nine months totals when the 
was a small reduction in imports from the United Kingdom. The rise in imports from the latter country 
in the third quarter appears to have been influenced by the end of the strikes interrupting British trade in 
the second quarter. 


Canadian exports of merchandise were also subject to unusually strong demands in the third 
quarter, and new industrial and mining capacity becoming available this year added to the supply. High 
levels of economic activity abroad particularly in the United States and Western Europe have created stron 
demands for industrial and construction materials exported from Canada. The gains in these groups of 7 
commodities were large enough to establish a new record for the value of Canadian exports for the third © 
quarter which has only been slightly exceeded several times in the seasonally high fourth quarter. The in- 
crease in the value of all exports in the third quarter was some 13 percent compared with a rise of over 
1] percent in the first three quarters as a whole. The increases in volume have been a little less than 
this as export prices have been slightly higher this year. 


The major part of the increase in exports in the quarter was made up of metals and minerals. 
Prominent among these were iron ore and crude petroleum with new production and export outlets. But 
substantial increases were also general in steel, non-ferrous metals and other minerals. The remainder 
of the increase in the quarter was distributed among forest products, chemicals and some manufactured 
goods. Exports of fish remained stable but a relatively small reduction occurred in sales of farm products, 
chiefly grains. 


In the first nine months the broad pattern of exports was not greatly different from the third 
quarter. The main exception was that a relatively larger portion of the increase in exports in the longer 
period was in forest products, and declines in many secondary manufacturing products in the nine months 
contrast with some rises in the third quarter. 


More than one-half of the gain in the third quarter over the previous year was in shipments 
to the United States. But the rate of increase to the United States was not quite as high as the rate to over- 
seas countries. Exports to overseas countries were generally substantial in amount and more widely dis- 
tributed than earlier in the year and the rate of increase was especially high for exports to the rest of the 
Sterling area. 


In the first three quarters of 1955 the actual increase was fairly evenly divided between ex- 
ports to the United States and to overseas countries. Most of the increase overseas was to the United 
Kingdom and the rest of the Sterling area. Exports to all other overseas countries showed virtually no 
change in total, although there were shifts in destinations with more exported to Europe and most Latin 
American countries and less to large individual markets like Brazil and Japan. In the nine months the 
rate of increase in exports to the United States was some 9% compared to about 14% to overseas countries 
as a whole. Rates of increase to the United Kingdom and the rest of the Sterling area were even larger, 
being 25% and 30% respectively. 


‘e Asa result of the above shifts in the currents of trade there was a sharp widening in the 4 
deficit on commodity account with the United States in the third quarter compared with the previous year. 
This more than exceeded the gain in the balance of exports with overseas countries. Consequently there 
was a deficit on commodity account between Canada and all countries of $33 million in the third quarter 


of 1955 compared with an export surplus of $61 million in the same period in 1954. . 
bal 


ficit from invisibles continues to grow 
ee ee ee 


The deficit of current account ''invisibles'' of $56 million in the third quarter was again larg- 
comparing with $41 million for the corresponding quarter last year. The deficit was considerably less 
nin either ofthe first two quarters because ofa customary seasonal pattern mainly associated with the in- 
‘national tourist trade in the summer months. In the period of the first nine months the cumulative 


ficit of $334 million this year compares with $280 million last year and is at a new high level for this 
iod of the year. 


{ A variety of offsetting trends occurred in the quarter compared with the previous year in the 


rious exchanges of services and there was a predominant growth in both receipts from non-residents for 
rvices furnished by Canadians and in expenditures by Canadians on services supplied by non-residents. 
e trend in international travel expenditures compared with the previous year was one leading factor in 
} changes. Even though receipts from non-resident visitors in Canada of $179 million in the third quar - 
4 were higher than ever before, the balance of receipts on travel account in that period was less than in 
} previous year because of the larger rise in Canadian travel expenditures both in the United States and 
overseas countries. Another element in the larger deficit was the rise in deliveries of goods being 
janced in Canada's contribution to the Colombo Plan which rose to $7 million. The deficit on income 
count was less than in any quarter in more than a year although it continued to be the main contributor 
‘the deficit on invisibles in both the quarter and the nine months. The reason for the change from the 
rresponding quarter of last year was a sharp rise in receipts of dividends. Total payments at the same 
jue were higher this year as dividends were again significantly larger although payments of interest have 
len off as a result of retirements and other repatriations of bonds. The deficit on freight and shipping 
unsactions was also somewhat less mainly because of larger inland freight earnings on commodities ex- 
yeted from Canada. 


fansactions by areas 


' The trend in the geographical distribution of Canada's current transactions this year has been 
ithe direction of an increased deficit with the United States, a much enlarged surplus with the United 
sagdom, and a smaller surplus with all other overseas countries. The increase in the surplus with the 
Jited Kingdom has been sufficient to increase the surplus with all overseas countries except in the third 
farter. 

| 


Summary of Current Transactions with the 


| United States, United Kingdom, and Other Countries 


(Millions of dollars) 


All Countries United States United Kingdom Other Countries 

| 1954 1955 1954 1955 1954 1955 1954 1955 
‘ard Quarter 

—————— 

1xports (adjusted) 1,002 Lethe. 5977 671 180 199 Z25 257 
mports (adjusted) 941 1,160 654 828 93 107 194 225 
apace on'tradé Pao aa.0t3 3 %C Sa) ag7tlcengs7) tsi gqilegieg7.enp 3) eign 
valance on invisibles Otay + &56 - 1 - 8 = "19 = 16 - 21 - 30 
\Current account balance SPRAY) - 89 = 5 38 heh + 68 + 74 + 10 + 2 
auary to September 

xports (adjusted) 2,867 3,192 beas5 1,898 467 583 665 cea! 
nports (adjusted) PIO 2s. Ba264- . 25100 = 2:369 299 294 533 601 
alance on trade S756 5 sne72 - 365 - 471 + 168 + 289 + 132 + 110 
ther current receipts 967 1,057 122 7192 11Z 128 132 Lot 
ther current payments 1247" 193991 934. 1,036 157 162 156 193 
alance on invisibles = 25.0 = 334 - 211 - 244 - 45 - 34 - 24 - 56 


(Current account balance - 345 - 406 - 576 = 7s + 123 + 255 + 108 + 54 


| 


| 
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In the third quarter the increase in the deficit with the United States over the previous ye 
was more than was the case in earlier quarters. In the same period a small rise in the surplus witht 
United Kingdom was not sufficient to offset a slight drop in the surplus with other overseas countries. 


The widening in the import balance with the United States was the reason for the sharp ri 
in current deficit with the United States in the third quarter compared with a year earlier. The growth 
in Canadian imports from that country was much more than in exports. All other current transactions 
with the United States were mostly offsetting in the quarter and there was little change in balance from 
previous year. The sharp drop in the deficit from non-merchandise transactions in the second quarter q 
was mainly seasonal. 4 


The reduced surplus with the United Kingdom compared with the second quarter partly = 
flects the effects of the termination of strikes in that country which impeded shipments to Canada inthe 
second quarter. Canadian expenditures on travel in the United Kingdom have also been rising and in the 
second quarter there were special receipts on defence account which did not recur in the third. ; 


The current surplus with the rest of the Sterlingarea was larger in both the third quarter and 
the nine months than in the corresponding periods last year. 


Throughout the third quarter of 1955 the Canadian dollar remained relatively stable on the 
world exchange markets. As in the second quarter the price of the United States dollar in Canada varied 
by only 0.78 cents. The average price during the quarter was 98.58 cents, or 0.04 cents higher than in 
the second quarter. The closing prite of 99 cents was the high for the quarter and also higher than for any 
date since August 1953. 


Capital movements 


The net inflow during the third quarter of foreign capital for direct investment in Canadian 
enterprises is tentatively estimated at $80 million. More than half this amount represented inflows to the © 
petroleum industry. Manufacturing industries were the next largest group and accounted for about a third 
of the total. About seven-eighths ofthenet movement was from the United States. The inflow for the 
third quarter was at the same rate as prevailed during the first half of 1955 and the net movement in the 
nine months was about $240 million. This was about the same total as for the first nine months of 1954; 
it should be noted that the final quarter of 1954 was marked by extraordinarily large transfers which 
brought the annual total to $376 million. Petroleum and mining accounted for about eighty per cent of 
the net inflow for the first three quarters of 1955, and manufacturing for a further ten per cent. The 
balance of resources went mainly into real estate and merchandising firms. Some three-quarters of the 
net inflow was from the United States; about three-quarters of the remainder came from the United King- 
dom and the balance from other overseas countries. 


Transactions in Canadian portfolio securities led to a net capital outflow of $19 million, down 
sharply from the outflow of $44 million recorded in the second quarter. New issues and retirements were | 
both relatively light and resulted, on balance, ina capital inflow of $3 million. Net sales of outstanding 
Canadian stocks produced $25 million, a significantly large figure but well below the record of $58 million © 
established in the second quarter. Repatriation of foreign capital through Canadian repurchases of out- 
standing bonds and debentures totalling $47 million was smaller than in either the first or second quarter 
but continued to be of major importance. Nearly half this outflow covered the repurchase of issues of 
provincial governments. During the quarter the differential between interest rates in Canada and the 
United States began to increase and in September for the first time in more than a year there were net sale 
of outstanding Canadian bonds and debentures to non-residents. | 


In contrast to the outward movements of capital arising from transactions in Canadian secu- 
rities, there was a net inflow from transactions in foreign securities. Canadians sold stocks of United 
States corporations but continued to add modestly to holdings of stocks in the United Kingdom through the 
purchase of outstanding issues. Canadians also acquired $4 million of foreign new issues during the quar- 
ter. These included an issue sold in Canada by a United States corporation, as well as participation by 
Canadian residents both in issues offered to shareholders by non-Canadian corporations and in general 
offerings. Retirements of Canadian-owned foreign seucrities totalled $14 million, the largest part of 
which covered the retirement of a Canadian dollar issue of the International Bank for Reconstruction and 
Development. The net inflow from all transactions in foreign securities of $14 million compared with an 
outflow of $24 million in the preceding quarter, when, however, the International Bank was a borrower in 
Canada. 


For the nine months transactions in all portfolio securities, Canadian and foreign, led toa 
net outflow of capital amounting to $69 million. This compared with an inflow of $173 million in the same 
period of 1954 and of $155 million for the year as a whole. 


Principal payments received on Canada's war and post-war loans to overseas countries 
amounted to $9 million, bringing the total for nine months to $34 million. There was an outflow of 


ashe 


ital arising from a reduction of $18 million in holdings of Canadian dollars by non-residents other than 
-ernational institutions (changes in whose holdings are included in other capital movements). 
rt of this reduction reflected the use of holdings accumulated in Canada during the second quarter by 


eir holdings of Canadian dollars. The net movement of capital arising from changes in official holdings 
gold and foreign exchange during the third quarter was small, amounting to an outflow of $7 million, anc 
ducing the nine-month movement to a net inflow of $8 million. 


| All other capital movements resulted on balance in a net inflow of $45 million. This was 
proximately the amount covering the return of capital placed in the United Kingdom on an interest arbi- 
ge basis in earlier quarters, These funds had been largely repatriated by the end of September when 
Idings were placed at less than $5 million. Other major elements in this item included a reduction in 


dings of Canadian dollars by an international institution offset in part by borrowings by Canadian finance 
panies, 


Summary of Capital Movements 


(Millions of dollars) 


Fourth First Second Third Nine #£=Nine Nine 
| Quarter Quarter Quarter Quarter Months Months Months 
| 1954 1955 1955 L955 1953 1954 1955 
} 
sect investment in Canada 4.0138 tyat5 + 855.4 80 +302 + 238 + 240 
{ 
sect investment abroad - 19 - 5 - 10 - 75 - 32 = 355 - 30 
Taian securities 
‘rade in outstanding stocks Po 47 U5 1 +. 58 +25 hut. 7 ¥ pit + 334 
rade in outstanding bonds - 30 =~ 62 = oO] - 47 - 57 = §L56 - 180 
‘ew issues + 24 + 108 19 +o * 205 + SOz + 14] 
Jetirements = 54 - 84 - 70 =) yki - 127 - 148 - 165 
veign securities ~ 5 aes - 24 +° 434 + 4 - 19 + 1 
icial loan repayments + 34 + 7 +’ 18 = 9 + 63 =e ees +. 1-34 
i 
aadian dollar holdings of 
»reigners sie Of +230 +36 - 18 - (i “A 2 +950 
icial holdings of gold and 
‘reign exchange (increase,-) - 45 wT i - 56 - ia 72 a1 oe + 8 
‘ler capital movements = el - 27 ae SUSY) Peo = 63 Re 7S: + ts 


( Capital movement financing 
irrent account deficit + 86 +. 155 can Ae eRe |b) +1395 + 345- + 406 


; 
| 
if 
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QUARTERLY ESTIMATES OF THE C 


Note: Data for 1955 are prelimina 


dit Tis IV I 
A Current Receipts 
1 Merchandise exports (adjusted).........ccsesecececsereeceneceeee! ny es Proce 1,044 872 
3 Gold production available for ExpOrt ......-:sssseseeereecen eis 30 29 35 
4 Travel ExPenditures ........cscessesseescesesrentecnsesecesses sees ceeen 57 Liz 4,7 2k 
5 Letapnak: and HivideUSiasd Maid ida ieecmaegears ow adaree seers 33 2k 81 24 
6 Freight and Shipping...........-.ssscssssecsssscssccnsssesssnssceseseees 86 81 85 70 
7 Inheritances and insmigrants’ funds ........:cceereeeee 26 26 oe) 18 
11 All vothier Current FECOIDES <.cc.cctecstscnaccssetasesncaracncrescores 23 ok 83 64 
12 Total Current Receipts. .........0.cssecssscesecesssncassencecneoe arg 1,504 1,392 LO] le 
B Current Payments 
1 Merchandise imports (adjusted)....csceceeenenene Ly l61 1,053 994, 923 1.068 
4 MPEP OL CRDONGILUF OS oe ccces tcece ines nants oe senses sserstascrarassantaves 95 124 78 66 
5 Wiberest HN Gi VAGOINGS b.« sca cecncrses- acreage semaase-senteiarnccsse 102 83 16'S: 89 
6 Wreleht and Shippin ss -nu..ceccsnsnepdedenasat coon toace 106 107 92 70 
7 Inheritances and emigrants’ fundS ............csceseeeseceeeenes 22 23 25 2). 
9 @LfCTale contributions erce-teteoencetrateostsaacecsslesesseenceecrs st acce 10 3 2 4 
11 AlMother Current PAYMeNtS.-<-.....cses.csesco-cesconseset envocaesce'es es 126 116 EEO 
12 Total Current Payment ..........cccsssscccccsrosccecesessceersens 13619 1,519 A ghko 1, 283 1,495. 
Balance on Merchandise Trade «..........000sssssssssesesscessoees - 48 +a) + 50 = §1 - 7 
Balance on Other Transactions, excluding B 9 ........ - 136 - 36 - 96 iOR ~ ap | 
CORBI re ar Cua HUNG OTL vere sant carers oats sces slaves caiceeu ce laceees cs - 10 ~ 2 = 2S = 4 - 
Cc Current Account Balance ...........seccssceseesesceneeecesesenneeseaees - 194 - 15 - 48 = abo =" 
D Capital Account 
Direct Investment 
1 Direct investment in Canada........ccscocccsescscsceeeseever ee 5 ame + 106 + 114 + 83 + 
2 Direct-investment AbrOad ....<cccccssdecss <scersiaceniseassesanvasi - 10 - ll PTs is Ps 9 2 
Canadian Securities 
3 Trade in outstanding ISSUES .....0......sssseseseecensece sees. - 35 - 5 - ue + 16 + 
4 Wow issues cms ote, Sue. a ee al, Le ree 60 + Wk + 132 + 174 + 
5 Retirements ce te me or. crenetatctice BG - 9 - 19 ~ es 2 
Foreign Securities 
6 Traderin outstanding issues sc5 sci sesssesensiscessesteds + 5 + 2 + 35 + 4 + 
a ING WIS SU Sire cacset aiowsea ne srsawaay anes ehayas th deleasneee ay auatine’cezs -htasy - 2 - al - 19 a 2 - 
8 FREGIN@MONES cir cvces sect caests cogees Soletentelvost ees reat eiaak oom ates = = <4 z 
Loans by Government of Canada 
10 BRCVAYINCNL Of DOS Wal LOANS cicvnscassssccswsiatvrsescsectencs = SO — + 2h ie > +i 
11 Repayment Of War lOans........ascsscccccesscrssescronserscssocesss fi + 39 ate oe 7 i 
14 Change in Canadian dollar holdings of foreigners... + 20 Ero sl mes a i ae +a 
16 Change in official holdings of gold and foreign 
exchange (increase, alius seinen hires cadccs oases see + 91 - 35 - 34 = 4 - 
ae ©thiemcapitalsmoviements, seme. wees. e oe cesenecees + hy - WwW al es = -52 +a 
E Nei tapitel Movement tsk cthvicanchysiecasns ..hac Ol, + 15 + 48 +176 + 189 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) As used in the balance of payments, merchandise trade is adjusted to exclude such as ’ effect 
. . . . non-c e = 
B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 1951, futhenaore Tasaenel reap . Ir 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statis 


A 11) This item includes government transactions (except merchandi i 
B 11) insurance transactions, and business Sovigee: . ae etae a interest), Personal ea aad eae 


| 
\NCE OF INTERNATIONAL PAYMENTS 


195d, are subject to revision. 
| 


1954 Ay ate Annual Totals Four Quarters 
. Ww I i agai ic bean Ss eae aby mia ie ee 
(millions of dollars) 
A 
1,062 967 1,098 Veley 1339 £152 3,929 425k 1 
38 38 39 a7 150 144 155 252 3 
49 26 66 179 215 302 302 320 4 
63 25 34 28 145 165 143 50 5 
79 at 89 93 383 318 309 338 6 
19 16 26 25 85 91 89 86 7 
81 78 88 87 281 319 298 334 11 
1,391 eee A kos POS 76 DyOpe Wes AOkm 55225 D634 12 
; B 
98h, Mol 114s «OL, 160 3,850  hy210«ee35996 4,248 1 
87 (4 118 £53 341 365 382 4,35 4 
161 120 100 88 413 LOL, 431 469 5 
93 7h 98 106 375 374 355 yal 6 
25 22 23 24 94 9 94 9h ¢ 
3 16 25 Ri 19 9 
124 T23 116 Laat 405 465 467 490 11 
Lh 7 1,382 1,602 1,665 5 494 55934 5 656 6,126 12 
Tre iS teen - 45 33 + 489 - 58 pede pos 196 
- 161 - 156 - 113 - 49 - 309 - 360 - 433 - 479 
i, state, - & Stl - 16 =i 25 - ll 19 
- 86 = 155 - 162 - 89 + 164 - 443 - 431 - 492 C 
D 
+ 138 ti + 85 80 + 346 + 426 + 376 + 378 1 
- 19 Seb 18 - 10 - 15 wee - 63 - Th - 49 2 
+ 17 - 31 Ss - 22 - 4 - 31 + 355 - 29 3 
seme + 108 + 19 WA + 316 + 335 + 326 + 165 4 
=~ 5k - 84 - 70 - dll - 8&9 - 146 - 202 - 219 5 
ne +/ 813 = eis 4 Ny + 22 + 7 + & 6 
- z - 5 =nelb - 4 20 - 23 me ie ie’ - 27 7 
+ 2 28 pry = + WW - + dL + 2 + 19 8 
+ 26 2 + 10 + 2 + 33 +0137 + h2 +on38 10 
+ 8 Challe | +e A ay + 23 + 50 + 30 te BO 11 
“eae Bf 4 FA e50 Cael! 18 66 - 18 + 22 + 67 14 
45 tie 72 - 56 mie ey - 37 aes t=: - 124 - 37 16 
21 - 27 + 155 + 45 - 511 - 185 + ae +152 17 
+ 86 + 155 + 162 + 89 - 164 + 443 ty 32. + 492 E 


i 
q minus sign indicates an outflow of capital from Canada. 
Clusive of undistributed profits. 


hisitemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
ivate and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
“esenting unrecorded capital movements and errors and omissions. 


ied significantly by procedural change (see text, Vol. 2, No.2.) 
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Canada's current account deficit from trans 

tountries increased in 1955 to $665 million from $431 million in 1954, A greater growth in imports 
of merchandise than of exports made up $198 million of the widening of $234 million in the gap be- 
ween all imports of goods and services and exports. The remaining $36 million of the increase was 


rom all other current transactions which, however, constituted almost three quarters of the current 
leficit, mainly due to large deficits on account of income, travel, transportation, and miscellaneous 
services, 


actions in goods and services with other 


Accompanying the enlarged deficit were new peak levels of both gross international re- 
‘eipts and payments and internal economic activity in Canada. While this recent current deficit is 
arger in absolute terms than deficits in earlier periods of rapid Canadian development it represented 
mly 11.5% of total current receipts in 1955 compared with the deficit in 1930 which was 26% of 
current receipts in that year. But the deficit in 1955 represented a higher proportion of total current 
eceipts than the previous peak deficit of $517 million in 1950 which was some 8% of current receipts 
n that year as were the deficits in 1953 and 1954, And the deficit accumulated in the six 

fears 1950 to 1955 of some $2 1/4 billion has been around 7% of current receipts in the same period. 


The growth in the deficit occurred in the second half of the year, following a small re- 
uction in the first half. There was an increase of $105 million in the deficit in the third quarter and 
173 million in the fourth quarter, as the current deficits rose to unprecedented levels for each of 
ao0se periods, In the second half year as a whole this was entirely due to the increased deficit on 
aerchandise trade which resulted from a greater growth in imports than in exports. This contrasts 
‘ith the normal pattern of commodity trade in the second half of the year when there i 
ort balance. The widely diffused growth in imports generally reflected new 


ctivity in Canada and was most pronounced in the second half of the year when more than 53% of the 
ear's imports were received. This com 


pares with a usual import movement in that period of less 
yan half the year's total. At the same time Canadian exports were less concentrated in the second 
alf than has usually been the case, partly because of recent changes in the composition of trade, 
evertheless, the growth in Canadian exports throughout the year of some 10% was exceptionally 
irge and even more pronounced in the widening range of industrial materials sold abroad. 


s usually an ex- 
peak levels of economic 


} 
} 


The sharp rise in Canadian exports and the increased pace of Canadian economic de- 
2lopment accompanied by new high levels of economic activity and incomes in Canada appear to 
ave given the underlying impetus to growth in the deficit in 1955. Investment and consumption in 
anada rose to new peaks and defence expenditures continued high. The increase in exports was 
articularly strong in the forest and mineral and metal industries and reflects unusually high levels 
{ industrial demands for materials in the United States, the United Kingdom and Western Europe. 
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Among the changing features of the current account in 1955 was an increased imbalance 
in current transactions with Canada's principal trading partners. Most of the increase in imports 
was concentrated in larger purchases from the United States while the increased exports were dis- 
tributed among more of Canada's trading partners. The deficit with the United States grew almost 
as much as that with all countries and was not far from the peak in 1947. While the surplus with 
overseas countries as a group was a little less than in 1954, there was also a sharp rise in the 
surplus with the United Kingdom and a moderate increase in that with the remainder of the sterling 
area. But these latter were more than offset by a reduced surplus with other O,E.E.C, countries — 
and the appearance of a deficit with other countries. 


The year 1955 was the first in the recent period of deficits in which Canada experienced 
a current account deficit greater than the net inflow of capital from direct investment, portfolio 
security transactions, and amortization of official loans. These movements of a predominantly long. 
term nature totalled $276 million. Most of the change from the total of $529 million in 1954 occurred 
in portfolio security transactions, mainly as a result of reduced sales abroad of new issues of Cana 
dian securities and increased repatriation of foreign-held Canadian bonds and debentures through re- 
purchases of outstanding issues. Other types of capital movement which served to finance the current 
account deficit in 1955 included a sharp growth in Canadian dollar holdings by non-residents, a mod- 
erate reduction in official holdings of gold and foreign exchange which contrasted with the growth in 
1954, a considerable reduction of private holdings of foreign exchange by Canadians, and changes in 
international commercial receivables and payables. Thus the excess of the predominantly long-term 
inflows over Canada's current physical needs in earlier years was used in part by the Canadian 
economy to obtain additional physical resources from outside Canada in 1955, 


The price of the United States dollar in Canada rose from 96 19/32 cents at the end of 
1954 to 99 29/32 cents at the end of 1955, moving through a low of 96 15/32 cents in January anda 
high of 100 1/16 cents in November. By the year end, the external value of the Canadian dollar had 
fallen to the levels prevailing during the first quarter of 1952 when the Canadian dollar moved above 
the traditional parity for the first time in the post-war period. The trading range of 3.59 cents in 
1955 was larger than in either 1953 or 1954. Most of the change occurred in the first and last 
quarters of the year. The average price of the United States dollar in Canada in the final quarter of 
1954 had been 96.90 cents, and it rose in the successive quarters of 1955 to 97.60 cents, 98.54 : 
cents, 98.58 cents, and 99.81 cents. Over the year 1955 asa whole, the average price was 98.63 
cents compared with 97.32 cents in 1954, 


The record current account deficit which Canada incurred in 1955 added materially to 
Canada's international indebtedness, as did such other factors as the retention in Canada of earn- ; 
ings accruing to non-residents, Foreign long-term investment of all types in Canada hada book 
value of $12.5 billion at the end of 1954 and was in excess of $13 billion at the end of 1955. Canada's 
net balance of international indebtedness which was reduced to $3.7 billion in 1948 and 1949 has been 
growing, and is now of the order of $7 1/2 billion, or perhaps $1 billion higher than was recorded in 
1930. When viewed in the perspective of the great developments which have occurred in the inter- — 
vening years, it will be apparent that this balance of indebtedness represents a much lighter burden, 
relatively, than in the earlier period. But foreign capital plays a dominant and growing role ina 
number of spheres of Canadian economic activity. For a detailed review of Canada's international 
investment position and of the place of foreign capital in the Canadian economy the reader is referred 
to a new D.B.S. report on ''Canada's International Investment Position, 1926 - 1954'' which will be 
published within the next few months, ; 
, 


Greatly increased deficit in Fourth Quarter 


New records for the fourth quarter were reached by the current deficit of $259 million 
and each of the totals of current transactions receipts of $1,527 million and payments of $1,786 
million, This record deficit occurred in a quarter when the more usual result is either a surplus 
or no more than a small deficit as the usual pattern of commodity trade is to show an export surplus” 
in the final quarter. But instead a large import balance of $113 million occurred due to the ex- : 


traordinary strength of import demands combined with lighter than normal exports of grains. ; 


But the deficit from invisible transactions of $146 million, although seasonally highin 
the fourth quarter, was some $18 million less than in the same quarter of 1954, At the same time 
this deficit from invisibles was higher than in any fourth quarter prior to 1954 except in 1950 when 
dividends paid by Canadian subsidiaries to parent companies abroad were abnormally high. The re 
duction in this deficit compared with the fourth quarter of 1954 was mainly due to several rather 
sporadic factors including large receipts of dividends and miscellaneous income ina period when 
income payments happened to be less than in the previous year. 


=) 


The principal changes in the bilateral distribution in the quarter were an increase in the 
ficit with the United States and a contraction in the surplus with overseas, 


ansactions in portfolio securities were in near balance, as sales of Canadian securities were main- 
offset by purchases of new foreign issues. The usual large repayments on official loans to over - 

as governments occurred in the quarter, but capital movements of all the types mentioned amounted 
only $88 million compared with the current account deficit of $259 million. The remainder of the 

t financing was provided mainly through a decline in private and banking holdings of foreign exchange, 
parent changes in international commercial open accounts, and a relatively modest reduction in Can- 
a's official holdings of gold and foreign exchange. The adjustments were effected with only a re- 
ively moderate decline in the external value of the Canadian dollar. 


pid increase in import balance during year 


The rates of increase of both imports and exports were unusually high in 1955 due to the 
ong demands both at home and abroad. But as the greater increase was in imports there was an 
uport balance of $185 million compared with an export surplus of $13 million in 1954 shown by the 
justed figures for merchandise trade used in the statements. This only represents some 4% of 
erchandise exports, although it is the largest import balance in absolute amount appearing in the 
-lance of payments in any year for which official statements are available. And like the current 
‘ficit this is relatively small when compared with the size of import balances in relation to exports 
earlier decades, The change in commodity balance shown between 1954 and 1955 would have been 
ill greater had the balance shown in 1954 not been influenced adversely by a non-recurring change 
, Statistical practice in that year which increased the import total in 1954, Likewise the trends in 
sport and import prices in 1955 tended to moderate the change shown in the commodity balance. As 
rerage export prices were approximately 2% higher than in 1954 while import prices were close to 
f there was an improvement in Canada's terms of trade of a little over 1% in 1955. 
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cowth in Canadian exports 


The value of exports in 1955 was some 10% higher than in 1954 and the volume close to 8% 
fgher as there was a rise in average export prices, This value was almost as high as the peak value 
| 1952 and the volume in 1955 attained a new peace-time record as export prices were higher in that 

‘rlier year than in 1955, 


The growth in exports has been particularly impressive in the sphere of industrial mate- 
tals, Increased shipments of a number of these commodities accounted for new records in exports 
| 1955 particularly among forest products, minerals, metals and chemicals, New peak levels 

ba ched by these groups of commodities more than offset declines in shipments of grains and some 
tanufactured goods between 1954 and 1955. The same groups of commodities were responsible for 
te volume of exports for 1955 exceeding even the volume in the previous record year of 1952. A 
onsiderable part of the earlier peak was due to the exceptionally high sales of grains in 1952. Thus 
fe value of exports of forest products and metals and minerals was more than $400 million higher 
fan in 1952 and exports of chemicals were higher by some two-thirds, These increases generally 
‘fset declines in farm products and in certain groups of manufactured products like automobiles 
Vuich were also exceptionally high in 1952. The increases also offset other declines in certain groups 
( other manufactured products, 


Making possible this rapid growth in exports of industrial materials has been the wide- 
read expansion in Canadian productive capacity that has been underway in recent years. Not only 
1.8 the basic capacity and productivity of many of the great existing staple export industries been in- 
ceasing but new commodities not formerly exported in substantial volume became significant con- 
tibutors to the totals of trade in 1955, Illustrating the recent development in new industries are 
certain commodities which became more prominent among exports in 1955 such as iron ore, crude 
ttroleum, and some chemicals. 


A considerable amount of the new production went to the United States. This along with 
te recovery from the recession of 1953 and 1954 had the effect of raising Canadian exports to the 
lnited States by over 10% to a new peak of more than $2,600 million. The proportion of Canadian 
«ports to the United States continued at about 60%. Increases were greatest in lumber, pulp and 
per, non-ferrous metals, iron ore, primary steel, petroleum, and some chemicals, but exports 
( agricultural products to the United States were lower. 
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Exports to the United Kingdom rose even more rapidly, the increase being about 18% 
bringing the total to $774 million which is the highe st value in the post-war period, comparing with 
$727 million in 1952. Strong demands for industrial materials in the forest products and metals | 
group continued to be the basis for the largest part of the exports to that country. There were furthe 
increases in these commodities shipped to the United Kingdom, but almo st one-half of the increased 
exports to that country was brought about by larger shipments of grains. 


Exports to all countries other than the United Kingdom and the United States asa group 
were only moderately higher as there were mixed trends to different areas. Increases occurred in 
shipments to the countries of the rest of the sterling area and to other O.E.E.C. countries but there 
was a decline to all other countries. Partly responsible for the latter was a sharp drop in sales to 
Brazil, which more than offset general gains to other Latin American countries, and a drop in ex- 
ports of grain to some countries in Asia. Larger exports of metals, forest products and chemicals 
were the main factors more than offsetting lower sales of agricultural products to this group of 


countries as a whole. 


New peaks in Canadian imports 


An even more striking rise occurred in Canadian imports. These increased by some 15% 
in value from 1954 to a new peak of $4,520 million when adjusted for use in balance of payments state 
ments which compares with the previous peak of $4,210 million in 1953. The rise in volume was abou 
14% as there was a slight rise in average import prices. 


The increase in imports from the United States of almost 17% accounts for most of the 
rise although increases from other sources were also general. The increases from the previous yea: 
were greatest in the latter half of 1955 being 23% and 28% in the third and fourth quarters respectively, 
Both the value and volume of imports reached new records in the final quarter, being above the pre- 
vious peak which occurred in the second quarter of 1953, whena particularly large proportion ofa 
year's total is usually imported. Another contrast is that in the earlier peak period there was a 
substantial general rise in inventories in Canada whereas in the second half of 1955 business inventory 
increases were much more moderate. 


The wide range of commodities which show increases suggest the breadth of demands 
underlying the growth in imports to a new peak. Substantial increases were spread over most types. 
of commodities. In only a few instances were there declines and these were usually due to special 
circumstances affecting some agricultural products. Generally the increases were indicative of the 
record levels of consumption and investment reached in Canada during the past year and included bot! 
finished goods and industrial materials and components used by Canadian industry. The largest 
absolute increases were in metal products ranging from primary steel to industrial machinery and 
equipment, automobiles and parts, aircraft, electrical apparatus and other kinds of hard goods. But 
imports of both textile materials and products were also substantially higher as were many other 
groups of consumer goods. There were also increases in imports of crude petroleum and products, 


As already indicated most of the increased purchases were from the United States which — 
rose to a new peak well above 1953. But although imports from the United Kingdom rose they were 
considerably under the level of 1953 partly due to the effects of industrial disputes in that country — 
as well as increased competition. Imports of automobiles and certain types of machinery and equip- 
ment were lower but there were gains in textiles and such important items as aircraft, chemicals 
and electrical apparatus. While imports from the rest of the sterling area were higher than in 1954 — 
the value was still much less than in 1950 and 1951 when some commodity prices were unusually 
high. Imports from other O,E.E,C. countries were also moderately higher and imports from Lat i 


some countries among these groups and a doubling of imports from Japan. 


Asa result of the above changes in trade there were increases in deficits from trade 
the United States and the residual group of other foreign countries of $216 million and $91 million 
respectively and a reduction of $10 million in the surplus with other O,E.E,.C. countries in contrast 
to increases in surpluses on commodity account with the United Kingdom and other sterling area of 
$101 million and $18 million respectively. i 


Larger Deficit from Invisibles 


a The deficit from invisible transactions continued to grow at an appreciable rate in 1955, . 
rising by $36 million to a new peak of $480 million, Both receipts and payments in the wide range 0! 
services covered were higher than ever before but the growth in the latter has been greatest. Thert 
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re a variety of changes giving rise to the above result. While there were increases in deficits on 
vel and income accounts and from inheritances and migrants! funds and official contributions of 

2 million, $19 million, $9 million, and $11 million respectively these were partly offset by re- 
tions in deficits from freight and shipping and from all other current transactions of $10 million 
$25 million respectively. The value of gold production available for export remained unchanged, 


Changes in Principal Elements of the Current Account 


with All Countries in 1955 
(Millions of dollars) 
1954 1955 Change (1) 


in 1955 


ommodity trade 


Exports adjusted 3,929 4,335 + 406 
| Imports adjusted 3,916 4,520 - 604 
Balance $00 13 - 185 - 198 
‘old production available for export Fak OD) cree Hts - 
bevel expenditures - 80 - 112 - 32 
aecst and dividends - 288 - 307 Sayan Be 
eight and shipping - 46 - 36 +> TO 
Jheritance and migrants! funds - 5 - 14 - 9 
(ficial contributions =e D1 a 22 - til 
im other current transactions - 169 - 144 +: 25 
lurrent account balance - 431 - 665 = Oe 


i) A minus sign (-) indicates a change contributing to the enlarged current deficit. 


The growth in the deficit from invisibles all occurred in the first three quarters, In the 
inal quarter the deficit was less mainly because of a reduction in the deficit on income account in that 
priod. 


The chief contributors to the deficits continued to be in the accounts covering income, 
vavel and current transactions. In the case of the two former accounts a substantial rise in receipts 
as more than offset by increased payments, On income account the chief rise in receipts was in 
lividends from companies in the United States and overseas, while the higher payments were mainly 
ividends to the United States paid by both subsidiaries and public companies, But interest paid to 
bondholders in the United States declined chiefly through the effect of repatriations. Receipts from 
vavellers from other countries at $329 million were higher than ever before mainly from the rise 

1 the number and expenditures of United States visitors to Canada. Buta greater growth continued 
1 expenditures by Canadian travellers both in the United States and overseas countries. 


‘Transactions by areas 


The enlarged deficit of $1,030 million with the United States was almost all the result 
fthe greater increase in imports of merchandise than of exports which has been described above. 


at 


The deficit with that country from all other current transactions was only slightly higher as larger 
deficits on travel and income accounts were generally offset by a rise in receipts from all other 


current transactions. 


The growth in the current surplus with the United Kingdom to $348 million was primari 
ly the result of the greater increase in Canadian exports than in imports, buta fall in the deficit 
from invisible transactions contributed mainly through the larger surplus on freight and shipping 
account and changes in defence expenditures. 


The increase in the current surplus with other sterling area countries to $54 million w 
the result of a larger export balance and larger receipts from income and other services, partly off 
set by an increase in official contributions financed during the year under the Colombo Plan. The re 
duction in the current surplus with other O,E.E.C. countries to $53 million was due toa combinatior 
of a reduced export balance and a much larger deficit from invisibles. Larger Canadian defence ex- 
penditures were an important contributor to the latter rise. The appearance of a substantial deficit 
$90 million with other countries was chieflv due to the reduction in exports combined with an increa 
in imports with this region, 


Summary of Current Transactions with the United States, 


United Kingdom and Other Countries, 1954 and 1955 


(Millions of dollars) 


All Countries United States United Kingdom Other Countries 


1954 IR hake: 1954 1955 1954 1955 1954 1955 


Calendar Year } 
Exports (adjusted) 3,929 4,335 2,355 2,602 660 Tie 914 961 
Imports (adjusted) 3,916. (4,520 .72,800) 145263 391 402 725 855 
Balance on trade + 13 -185 - 445 - 661 + 269° +370 504 1990 i 
Other current receipts 1,296 1,447 946 L,06! 176 204 174 182 ' 
Other current payments Tt40 6 920 6 toll) i430 213 226 216 271 
Balance on invisibles - 444 - 480 =—(305, «=e asOg mt ohced = 6 22 aig 42 - 8g 
Current account balance - 431 - 665 - 810 -1,030 + 232 + 348 + 147 + Tam 


Fourth Quarter 


Exports (adjusted) 17062 1,143 620 704 193 189 249 250 
Imports (adjusted) 984 15250 700 896 9Z 108 192 252 
Balance on trade + 78 - 113 = tO ec TG) 72 + 101 + 81 ere biy - z 
Balance on invisibles - 164 - 146 - 154 .= 128 + 8 + 9 opals - 2¢ 
Current account balance ar 86 - 259 = (234) 72 °320 + 109 +, 90» o47+39 - 2 


Capital inflow for direct investment and security transactions below 1954 
—————— a trons Detow 1707 


The net movement of foreign capital to Canada for direct investment in foreign-controll- 
ed enterprises in 1955 is tentatively placed at $350 million, or slightly below the figure of $376 million 
for 1956. Both estimates are subject to revision. The quarterly movements were remarkably stable 
in total. The petroleum industry continued to attract more than one-half of the total inflow, and min- 
ing about one-fifth. The inflow from the United Kingdom was probably again of the order of $60 million. 
The inflow from other overseas countries appears to have been larger than in 1954 but there wasa 


contraction in the net movement from the United States. Contributing to this reduction were several 
major withdrawals of capital. ; 


il 


. ats Preliminary estimates of the movement of capital from Canada for direct investment 
abroad indicate a net outflow of $70 million in 1955, Between $45 million and $50 million of this 


ates 


gtflow was to the United States, and the balance was to overseas countries, including the United 
ngdom. Canadian investment in the food and beverage industry accounted for between $35 million 
d $40 million of the net movement to all countries, and the remainder was spread over a variety 

¢ different enterprises. 


Portfolio security transactions of all types between Canada and other countries in 1955 
sulted in a net capital outflow of $73 million in contrast to the inflow of $155 million recorded in 
54. Trade in outstanding Canadian securities led to a net export from Canada of $19 million of 
pital. There was an outflow of $64 million to the United States, but this was offset in part by in- 
ws of $26 million from the United Kingdom and $19 million from other overseas countries, As 
s been the case each year since 1950, Canadians repurchased bonds of Canadian debtors but sold 
ocks of Canadian corporations. Repatriation of Canadian bonds and debentures amounted to $166 
illion comparing with only $66 million in 1954 and equalling the record level set in 1952 when 
irength in the balance of payments set off a sharp climb of the Canadian dollar to its highest value 
history. The largest part of the movement, amounting to $69 million was in Government of 
ynada direct issues. Net repatriation in 1955 of provincial issues totalled $59 million. The next 
egest group of net repurchases were of Government of Canada guaranteed issues although the 
sure of $22 million was well below the total of $31 million for 1954. Unlike 1954, net repatria- 
m resulted from trade in both Canadian municipal and corporation bonds in 1955. 
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The trading of Canadian bonds and debentures was no doubt influenced in part by the 
Irrowing of the margin between interest rates in Canada and in the United States. Rates in both 
untries rose over 1955 asa whole. The differential between yields on two representative 

nadian and United States long-term Government issues was 56 base points in mid-December 1955 
mpared with 43 base points one year earlier, But on three occasions in 1955, April, July, and 
igust, the mid-month differential was 5 base points or less, and the average mid-month differen- 
-1 in 1955 was only 16 base points compared with 64 base points in 1954. The declining premium on 
2 Canadian dollar in terms of foreign currencies was also no doubt a factor in the capital import 
1ich occurred in the last quarter of the year. 


While Canadians were repatriating outstanding Canadian bonds and debentures at a 

ar record rate, they were selling outstanding Canadian stocks on an unprecedented scale. The 
capital inflow from the trade in Canadian common and preference stocks amounted to $147 mil- 
in in 1955, which followed inflows of $121 million in 1954 and $21 million in 1953. On balance, a 
‘ry substantial part of the net sales since mid-1954 reflects the transactions of seven investment 
ids established as Canadian diversified management investment companies following a change in 
jited States administration arrangements which facilitated their formation. These funds provide 
portant advantages to United States investors under the tax structure in effect in that country. By 
» end of 1955, the aggregate investment in Canada of these funds exceeded $200 million. Part of 
+se investments had been acquired by merger, however, while a part of the value represented 
.rket appreciation of the portfolios, and another part represented short-term holdings of Canadian 
dlars, 


a 


The general pattern of trading over 1955, reviewed on a quarterly basis, was somewhat 
vre complex than in 1954 when it could be described simply as increasing volume and increasing 
sparity between the balances on account of transactions in Canadian stocks and in Canadian bonds 
id debentures. Repatriation of Canadian bonds and debentures reached a record of $82 million in 
: first quarter of the year, but declined in the second and third quarters. A capital import appear- 
(for the first time in 1955 in September, and for the final quarter of the year there were net sales 
‘$14 million. 


; Net sales of Canadian common and preference stocks which had amounted to some $47 
llion in the fourth quarter of 1954 continued at a rate of between $50 and $60 million in the first 

il second quarters of 1955, but then declined by about half in the third and by about three-quarters 
the final quarter of the year. In the fourth quarter of 1954 the net capital movement as a result 
itrade in all outstanding Canadian securities, had been an inflow of $17 million. This was 

‘ceeded by an outflow of $31 million in the first quarter of 1955 as repatriation of bonds and deben- 
‘eS reached unprecedented levels. As the rate of repatriation contracted in the next quarter, a 
i9ital import of $7 million occurred. Inthe third quarter, the net sale abroad of Canadian stocks 
1, as has been noted, and a capital outflow of $22 million occurred from trading in all Canadian 
Surities. In the fourth quarter of 1955, for the first time since early 1951, the capital movements 
mm trading in Canadian bonds and debentures were in the same direction as those in Canadian 

ineks, and despite a further decline in net sales of stocks, there was a capital inflow of $27 million. 


The proceeds of new issues of Canadian securities sold abroad amounted to $148 million 
impared with $326 million in 1954, These movements were influenced by the changes in interest 
ce differentials to which reference has already been made. Reflecting not only the increase in 

s interest rate differential in the latter part of the year but also the smaller discount on the 

ited States dollar in Canada, negotiations were completed late in the year with United States 


underwriters for the sale in that country in 1956 of new issues of several Canadian debtors. Moz 
than two-thirds of the sales in 1955 occurred in the first quarter of the year when there were seve 
municipal issues floated in the New York market as wellas participation by foreign investors in ) 
issues of corporate bonds payable in Canadian dollars floated in Canada. Also important were sul 
scriptions from non-resident shareholders to new issues of industrial and bank stocks, Sales of 
stocks accounted for more than four-tenths of all new issues sold abroad during 1955. Retirement 
were heavily concentrated in the first and second quarters of the year. A negotiated repur cha se b 
the Government of Canada of Canadian bonds and the maturity in non-resident hands of substantia 
holdings of Government guaranteed bonds accounted for more than one-half of the total of $190 
million. 


Transactions in outstanding foreign securities resulted in a net capital inflow for the 
year of $18 million. There were net inflows in each quarter of 1955 except the second. Thus the 
trend towards liquidation by Canadians of holdings of foreign securities, which has been typical of 
most of the war and post-war period, was re-established in 1955. In the preceding year net pur - 
chases of foreign securities by Canadians had occurred in the last two quarters. The exceptional 
purchase balance recorded in the second quarter of 1955, was entirely the product of sudden inter 
est by Canadian investors in the securities of certain United Kingdom companies. Purchases by 
Canadians of new issues of foreign securities represented a capital outflow of $47 million. Include 
were a number of new issues floated in the Candian market. The two largest borrowers were the 
International Bank for Reconstruction and Development and the Commonwealth of Australia. Re- 
tirements totalling $17 million were dominated by the call in advance of maturity of an issue floate 
in Canada several years ago by the International Bank for Reconstruction and Development. 


Additional material on international security transactions in 1955 will be found in the 
D.B.S. report "Sales and Purchases of Securities between Canada and Other Countries, December. 
1955, and Review of Security Trading during 1955", 


Repayments on the war and post-war loans made by Canada to overseas governments 
totalled $69 million in 1955 compared with $68 million in 1954. The United Kingdom repaid $45 
million, and there were also receipts from Belgium, Czechoslovakia, France, Indonesia, the 
Netherlands, and the U.S.S.R. At the end of 1955 the outstanding balances on Canada's war and 
post-war loans of $2,450 million amounted to $1,601 million. 


Increased inflows of other types of capital financed balance of current deficit 
SA Ra A ISS, SSSR Staten state eectetci 


Another form of capital inflow in 1955 was the increase in holdings of Canadian dolla! 
by non-residents, which amounted to $91 million. This was the largest annual change in any post- 
war year except 1950 and 1951 when exchange rate expectations led to an extraordinarily large inflow 
and subsequent reflux. More than two-thirds of the increase in 1955 occurred in holdings of Unit 


States residents. A significant part represented short-term holdings of investment trusts awaiting 
suitable investment opportunities. 


In the course of the operations of the Exchange Fund Account and the other exchange 
transactions of the Government during the year, the authorities reduced official holdings of gold © 
and foreign exchange by $44 million. Of this $2 million covered holdings of sterling, and the 
balance holdings of gold and United States dollars which fell, in terms of United States dollars, 
from $1,943 million at the end of 1954 to $1,901 million at the end of 1955. A month-endlow point 
of $1,840 million was recorded in February, and in July the holdings reached a month-end peak of 
$1,938 million, only slightly below the record holdings with which the year began. The largest 
Change, a reduction of $94 million, occurred in February. The Minister of Finance revealed that 


part of the amount had been used for the purchase of $50 million of Canadian bonds held in the United 
States and payable in United States currency. 


Other capital movements were on ba 
international accounts in 1955, 


million, equivalent to more than 


lance an important element in balancing Canada's 
The net inward movement for the year as a whole amounted to $254 


t tflows in 1952 and 1953 following inflows of the two preceding years when 
exchange rate considerations and credit stringency in Canada were dominant factors, Over the si 


year period from 1950 to 1955 inclusive capital movements in this category have amounted on bal- 


one 


anadian dollar holdings by about $50 million, On the other hand there were net inflows from long = 
2rm Capital transactions not shown elsewhere and from borrowings by Canadian finance companies 
) offset all but $100 million of these outflows. 


Summary of Capital Movements 


1952 - 1955 


(Millions of dollars) 


) Total Change 1955 

| 1952 1953 1954 1955 @xi95Z) Suli955 from 1954 

irect investment in Canada + 346 + 426 + 376 + 350 + 1,498 - 26 

irect investment abroad - 77 - 63 - 74 ero = 284 + 4 

anadian securities 

' Trade in outstanding stocks + 72 + 21 net WA | + 147 + 361 + 26 

Trade in outstanding bonds - 166 - 52 - 66 - 166 - 450 - 100 

| New issues + 316 + 335 + 326 + 148 + 1,125 - 178 
Retirements - 89 - 146 - 202 - 190 - 627 +) ae 

oreign securities - 8 - - 24 = 12 - 44 +> OS 

‘fficial loan repayments +250 nel ted + 72 + 69 + 2384 - 3 

‘anadian dollar holdings of 

foreigners - 66 - 18 4, 22 ta 91 + 29 + 69 

fficial holdings of gold and 

‘foreign exchange(increase,-) - 37 + 38 - 124 + 44 - 79 + 168 

‘ther capital movements 251i Se ee en ee - 438 + 250 


et capital movement financing 
current account balance - 164 + 443 + 431 + 665 $0 L/375 + 234 


QUARTERLY ESTIMATES OF THE CANAI 


Note: Data for 195 5are preliminary 


253 I ae depo 
i eS IV iT 7 ITI 
A Current Receipts 
1 Merchandise exports (AdjUStEA) sscs.nccsnneornornnunndutne Lg Olt 1,044 872 993 1, 002 
$ Gold production available for EXPOrt .....ssesssreecreeen 30 29 35 43 9 
4 Travel ExPeNditures ......ssscsscsseecscsssssesesssenesecescensesesesees Lye 47 24 59 170 
5 Interest And GLVIdENAS .......ccececssvssessssesseversoceacecseneescoaenes Zl 81 22 33 
6 Freight and shipping... Rie mead os. Ppa tess $1 85 70 78 
| Inheritances and ian thenks? aie Beh be Oh ats 26 23 18 28 
11 All other current receipts ...cssccsscsescseseecesssrseseceeecsseee sees 94 83 64 72 
12 Total Current Receipts...cccceeceesnsnee Ly 504 15292 1,107 1, 306 1,428 
B Current Payments = 
1 Merchandise imports (adjusted)..........ssccsseecssesesecseeceeees Ls055 994 923 1,068 941 
4 BY Pea Gl eID HACE Gat GS tacos sac hcacotv voor cs cdnne ene cote 124 718 66 98 131 
5 Anterest-aenivetvi ends <.c.ectitests Spavxcescsssastbitars sot est teronys $3 133 89 95 , 
6 Freight and shipping... CF ee a eae SR Ree, 107 92 70 93 
i Inheritances and ance nore he Sa nea Pag 25 DT 23 
9 ORIG fl (COREE DU LLONISS. oo nce tea teesasvur terre ronpaginat era caaniescses: S 2 de 2 2 
11 AML othenccurr elit MAVMONES.o ccceccce npneectearescdercctmmngaan 126 116 120 116 117 
12 Total Current Payments .......ccccccceecseeneeen Ly 519 1,440 Leos 1,295 1,401 
Balance on Merchandise Trade ...........++ Fee pasa at + 50 =o sas ia + 
Balance on Other Transacfions, ee B o sire = 36 of 9G a ier! = a ee 
Official Conte Dutigns.< 5... ock>.osak seen cinvesteucs eines ue 3} - P a 4 = 2 int 
Cc Current Account Balance .........ccccccecse cesses = LS a AS = 276 - 189 + 
D Capital Account 
Direct Investment 
1 Direct investment in Canada ..cccccsccsseeessenee. * LO6 tonal fy eet} + $8 is 
2 Direct investment abroad wees oo LL - 31 - 9 - 18 - 
Canadian Securities 
3 Trade in outstanding ISSUES “iidilecnccntnwnncans = OD - 12 + ele aes + 
4 ROM Sse et eee nha tection ee ee sel Os 9 sams oo Bi 
5 BEAL IY GOR rN ee ace ee a acsustecscins aes 9 - 19 - 25 - 75 - 
Foreign Securities 
6 Trade in QUEStARMINE, ISSUES a nstoccueicssinnae, 2  & see Re) + OL + 9 i 
7 OEE S SC RES ot ORE ae ORI OR Atree tree eine, = iE -~ 19 - 2 = 2G - 
8 Retirements .. soe = = = = 
Loans by Soret of Canoe 
10 Repayment of post-war loans. ........ccsssssssecssesessesees - + (2%, + Pe = Fie = 
11 Repayment of war loans... se ee as Pees |”: - + fi + 8 + 
14 Change in Canadian dollar Soares) - gardierde ate WL = lt) - 18 + 435 i 
16 Change in official holdings of gold and ieee 
@xchanice (MChEASE, MINUS)-.rcecccrrccucccereccenvees 9 OD ~~ “BL - 4 - 37 - 
17 Other capital MoVeMeNtS ...ccccccccccceccceccereeneeneeenen ~ Lh - 122 - 52 +162 = oa 
E Net Capitah Mave me ib aii resesensansssnspissatis\cndnicnscsmarciveens oh «A + 48 +716 + Io? - 


NOTES; Mutual Aid to NATO countries is not included in either current receipts or current payments, 


Al) As used in the balance of payments, merchandise trade is ad 
justed to exclude such non-commer rs’ eflesa 
B 1) “uiion like tourist purchases which are covered elsewhere in the accounts. Since 1951); histhammoee are tor cee purché 
y governments have been substituted for the actual physical movements of the commodities as reported in Customs trade stalls 


A 11) This item includes government transactions (except merc 
Pr eee ae son ott p handise trade and interest), personal remittances, miscellaneous UJ 


LANCE OF INTERNATIONAL PAYMENTS 


1. for L954 are subject to revision. 


vA haere, Annual Totals 


{ I Am Tet IV 1952 1953 1954 1955 
(millions of dollars) ca ok a 

A 
62 Pore 1,075 1,127 1,143 hyJ39 As lbe- 3,929 1,935 1 
38 39 39 37 40 150 WA 155 155 3 
49 26 66 133 Bi 275 302 302 329 4 
63 25 34 28 73 145 165 143 160 5 
79 1H) 91 95 96 333 318 309 359 6 
19 16 25 25 20 $5 91 89 86 7 
81 73 89 90 1ol 281 319 298 358 11 
} 
mee 1.2280 1,442 1,585 1,527 BOn8, aS yhDly a ieee5, soe 7o2 12 
| B 
84 Boe POF 160 1, 256 8,650" 8*1, 210m 8, OLG ne  Bl6 1 
87 76 119 15% 95 341 365 382 4A 4 
61 120 101 89 157 413 404, 431 L67 5 
93 7h, 98 106 117 375 374 B55 395 6 
125 22 24, 27 27 94 91 OL 100 7 
bs 5 4 7 6 16 25 11 22 9 
24 125 119 130 128 405 465 467 502 11 
| 
me 6=Ofo1,3830Ss«sd1608)=Ssi1,670.~2Ss« 1,786 Dyn Ie 5599h @abyO0O- 6,27 12 
BiG O a6 e454 (oar 33) 4 - 113 FULSO «oon 0s 535m ese of eal SS 
Se 1567 95.6977) 0 Se 456 v1 40 = 309 §= 360" = 433°" - 458 
eee om UA ST LG Pest M_Eas Ie Metioe 
15> 4 100. =|. 85. . -~ 259 Pul6, = —-AL3 = 431) = 665 Cc 

D 
a + 8 + 9 ++ 90 + 9 +346 +426 +376 + 350 1 
Ee es fe aia weeny 6 ett mw OF ret EE Re eO 2 
ne Sy a Opes PRG aie wa eee as 3 
ero FIG UY ltl GWG 9S5 8 806. | eS 4 
me = o> = "74° - 13° ~~ #18 er reg wees ty 4er he oop eke ayoG 5 
5 Stem Be At 8 + We + 9 + 12 A) + 7 + 18 6 
MT) ebm S16 mer mui 22 SSE2O ieee 356 = RS IAL q 
| 5 + 3 mu + AL es na + 1: + y) cae if 8 
26 aa ats SALE eae aE a ape Wages ele ae 10 
eo * 8 ES eee ne SO) Ware 30P sot 30 ae 
M0, ot LO, t..6 0+ 15 = wee = dko> meek. aye = 
RL S560 er 47. #36 hie Gia BAS Vie 12a Biewh re 
ee ok FIG + gh’ 120 a Se aL pe ee nr PTA 17 
36 +155 +166 + 85 + 259 oe US emer 0 RO a S15 E 


A minus sign indicates an outflow of capital from Canada. 


; Exclusive of undistributed profits. 


This itemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
_ private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 


_ presenting unrecorded capital movements and errors and omissions, 
| Raised significantly by procedural] change (see text, Vol. 2, No. 2.) 
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QUARTERLY ESTIMATESOF ~ 
THE CANADIAN BALANCE OF INTERNATIONA (PAYMENTS 


FIRST OUARTER 1956 


‘Canada's current deficit from transactions in goods and services with other countries rose toa 

w peak for the first quarter of $345 million. This compares with $174 million in the first quarter last 

ar and $255 million in the fourth quarter. This is about the same size as the highest quarterly deficit 

't to appear which occurred in the second quarter of 1951. In relative terms too, the deficit is much high- 
than last year when it averaged almost 12% of current receipts. At 25% of current receipts it now repre- 
nts almost the same proportion of current receipts as in 1930. 


| The new factor contributing to the large deficit was the massive size of the import balance on 
mmodity account which amounted to $190 million. The deficit from all other current transactions of $155 
lion was slightly less than in the corresponding quarter last year. Until recently the principal elements 
the current deficit in the past few years have originated in these "invisible" transactions in the absence of 
rpluses on commodity account. But since the fourth quarter of 1955 the appearance of a large import 
lance on commodity account has contributed greatly to the over-all current deficit and in this year it has 
en the major element for the first since early in 1951. 


| Unusually strong demands, both in Canada and abroad, continued to be the predominant influence 
jon the shape of Canada's international accounts in the first quarter. As a result of pressures arising 

om these demands new records were reached in the volume of both total transactions, and some major 
oups of transactions. But the widening imbalance appears to be related to greater increases in some 
pects of Canadian economic activity than occurred abroad and a greater flexibility of imports which made 
.§ possible. Canadian imports rose much more rapidly than Canadian exports. Growth in some major 


paps of exports has been limited to increases in capacity, 


The high level of activity in Canada has been readily translated into generally increased demands 
; industrial materials and consumer goods, But the predominant increase in demand has been for ma- 
inery and equipment and other types of goods related to investment. In both cases, the pressure on 
mestic resources has resulted in an extraordinary diversion into imports. 


cord import balance 
| all i aaataiamatid 


The great growth in the import balance has occurred even though the increase in Canada's exports 
8 been substantial. The rate of increase in imports of over 28% for the first quarter of 1955 has outpaced 
» rise of 9% in exports. The resulting import balance on commodity account was at a new record size in 
» first quarter. This balance of $190 million compares with an import balance of $208 million for the 
ole year 1955, the figures in both periods being after adjustment for use in balance of payments statements. 
is import balance in 1955 was likewise in contrast to commodity export balances characteristic in most 
tlier periods during recent decades, although there was a larger import balance in the second quarter of 
31. This import balance in the first quarter represented a considerably higher proportion of the value of 
orts in the quarter, 18%, than has been the case in any year since the period before World War I. 
A rapid expansion in Canadian imports has been underway since the middle of 1955 following a 
‘re moderate growth which reappeared in 1954, The new levels of imports are now well above the levels 
the earlier peak which occurred in 1953. In the first quarter this year the value of imports rose some 
‘a from the same period of last year to a new peak for the period. This rate of increase has only been ex- 
2ded in a few periods in the past. Increases have been widespread with virtually all commodities sharing 
the rise. In 1955 large increases occurred in industrial machinery and equipment, industrial materials 
1 components and finished consumers! goods. In 1956 more of the increase seems to have occurred in 
sups of commodities related to investment than was the case even in 1955. But imports of industrial 
terials and finished goods have also continued to increase, although in some cases to a somewhat less ex- 
it than in the latter part of last year. The rises have been related to the unusually high levels of economic 
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activity already referred to. Most sources abroad have shared in the increases but the United States 
accounted for over three quarters of the total, a slightly larger ratio than last year. 


The growth in exports continued in the first quarter and the total reached a new peak level for 
the period. The rate of increase was some 9% over the same period last year and was most concentrated 
in some cof the groups of industrial materials which have accounted for the growing volume of exports in 
recent years. Most notable increases were in such commodities as pulp and paper, some of the metals, 
and petroleum. It should be noted, too, that for seasonal reasons the first quarter only contains com- 
paratively small shipments of another growth item, iron ore. And in contrast to 1955 when there was a 
decline in the value of exports of agricultural products, the total of these rose moderately in the first 
quarter of 1956 chiefly due to larger exports of wheat and flax seed. The increase in exports was great- 
est to the United States which continued to take over 60% of the total and which made up over two-thirds 
of the rise. While there was a moderate decline in shipments to the United Kingdom, exports to other 
OEEC countries rose by an even greater rate than the rise to the United States. 


Since both export and import prices rose by approximately the same amount there was no 
significant change inthe terms oftrade compared withthe first quarter of 1955. Astheriseinexport prices 
was less than 4%, well over half the increase in the value of exports was in physical volume. In the 
case of imports the increase in value due to higher prices was small in comparison with the great rise 
in the volume of imports. 


Deficit on "invisibles" 


Following the pattern established late in 1955, the deficit on "invisible" transactions declined in 
the first quarter of 1956 relative to the same yuarter a year ago. The major factor contributing to the 
smaller deficit was a decline in payments of dividends, and somewhat larger miscellaneous receipts. 
Partially off-setting this increase were larger expenditures by Canadians travelling in the United States 
and abroad, and higher freight and shipping payments associated with the new level of commodity trade. 
Part of the drop in dividend payments was due to the non-recurrence this year of some large payments to 
parent companies which were made in the first quarter last year. Dividend payments by Canadian public 
companies to non-resident shareholders were larger this year. It would appear, of course, that earn- 


ings retained in Canada have risen significantly with higher levels of profits and growing needs for funds 
in Canada. 


Summary of Current Transactions with the 
United States, United Kingdom, and Other Countries 
First Quarter, 1955 and 1956 


(millions of dollars) 


All Countries United States United Kingdom Other Countries 
1955. 1956 = «1955-1956 = 1955. -S—«1956 1955. «1958 
First quarter 

Exports (adjusted) 967 1s'055 580 640 183 180 204 235 
Imports (adjusted) ii 1,245 Zs ous 88 96 160 214 
Balance on trade et -190 -143 =295 + 95 + 84 + 44 +*22 
Other current receipts 266 302 184 218 40 40 42 44 
Other current payments 436 457 39 314 53 64 64 19 
Balance on "invisibles" -170 = WSs S35 =oG Sls. Eyes! 2 PEE = 35 
Current account balance -174 -345 -278 «391 + 82 + 60 + 22 - 14 
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The chief change in the bilateral pattern of transactions has been the enlargement in the deficit 
with the United States to $391 million, a level which has only been approached in several earlier quart- 
ers when imports were unusually high, and compares with $278 million in the first quarter of 1955. The 
sharp growth in Canadian imports of merchandise from the United States has been the outstanding factor 
_in this change, with that country being a leading supplier of most of the kinds of industrial equipment 
and materials for which Canadian needs have risen sharply. Consequently the import balance on mer- 
chandise account with the United States more than doubled even though Canadian exports to the United 
States have risen substantially. But all other current transactions with the United States re sulted ina 
significantly smaller deficit than last year, mainly because of a reduced deficit on income account and 
larger miscellaneous receipts which more than outbalanced increased deficits on travel and freight and 
shipping. 


The other outstanding change was a contraction in the surplus with overseas countries, which 
dropped to $46 million, less than half the size of the surplus in the first quarter of the previous year. 
Again the leading factor in the change was the growth in imports which rose much more than the mod- 
erate increase in exports overseas. Rises in imports from the United Kingdom, Germany, Japan, 
Venezuela, and Mexico were particularly notable. The export surpluses with both the United Kingdom 
and all other countries were reduced mainly by these increased imports. Also contributing to the 
contraction in the current surplus were increases in the deficits from "invisibles" in the accounts with 
the United Kingdom and other countries. A larger deficit with the United Kingdom on income account 
was the leading change in "invisibles' with that country. The larger deficit from "invisibles" with 
other countries resulted from a variety of factors which tended to increase payments, including larger 
payments on freight and shipping account to OEEC countries and a rise in the provision of goods and 
services to Commonwealth countries financed under Canada's contribution to the Colombo Plan. 


Financing the deficit 


Canada's international accounts during the first quarter of 1956 were balanced without signif- 
icant changes in either the exchange rate or official holdings of gold and foreign exchange. Net capital 
inflows in such long-term forms as direct investment, portfolio security transactions, and official loan 
repayments, although larger than for many quarters served to finance somewhat less than half the greatly 
increased current account deficit. These components have been influenced both by the capital invest- 
ment programme and by the varying levels of interest rates in effect in Canada and in the United States. 
In total, however, they have not exceeded the current account deficit in any quarter since 1954 and in 
1955 as a whole they financed only slightly more than half of it. The other capital movements were 
mainly short-term in character although they included some long-term borrowing. At times an im- 
portant component has been the shifts of receivables and payables accompanying changing levels of ex- 
ports andimports. The temporary bridging of gaps between current account balances-whether surplus 
or deficit - and long-term capital flows is a function of short-term capital movements. Evidence avail- 
able to date suggests that long-term capital inflows have increased substantially in the second quarter. 


Despite the new peak in current account deficits and the relatively smaller net inflow of capital 
in long-term forms in the first quarter of 1956 other capital movements were such as to mitigate any 
tendency towards a significant change in the value of the Canadian dollar on the world's exchange 
markets. Official holdings of gold and foreign exchange served to finance only $29 million or about 
8 per cent of the deficit. The official holdings of gold and United States dollars at the end of March 
amounted, in terms of United States dollars, to $1,871 million. This figure was the same as at the 
end of March, 1955 and was some $67 million below the highest month-end level of the year recorded 
for the end of July. 


/ 


The size of changes in the official reserves in relation to the magnitude of Canada's inter - 
national transactions during the quarter gives added significance to the stability of the exchange rate. 
The price of the United States dollar in Canada closed in March at 99 7/8 cents or 1/32 of one cent be- 
low the close for December 1955. The trading range over the quarter was only 5/32 of one cent, and 


the noon average in the market was 99.88 cents or 0.07 cents higher than for the fourth quarter of 
#955. 


Capital movements 


The net inflow of capital for direct investment in foreign-controlled enter prises in Canada is 
tentatively placed at $110 million during the first quarter of 1956. This level is about the same as dur- 
ing the firial quarter of 1955, now recorded at $111 million, and it is somewhat above the quarterly 
average for that year. Resource development continued to be the major area of foreign direct invest- 
ment. Net outflows of capital from Canada for direct investment abroad during the fir st quarter of 1956 
appear to have been of the order of $45 million, setting a new quarterly record. Contributing substan- 
tially to the total was the acquisition by Canadians of interests ina number of existing enterprises in the 


United States. 


Transactions in Canadian portfolio securities led to a capital inflow of $109 million in the first 
quarter of 1956. Inthe final quarter of 1955 the net inflow was only $21 million, and in preceding 
quarters there were outflows. Trade in outstanding securities produced $78 million, of which $57 
million came from the United States, $4 million from the United Kingdom, and $17 million from other 
overseas countries. Net sales of $32 million outstanding Canadian stocks were larger than for either 
of the two preceding quarters but well below the very high levels recorded in the final quarter of 1954 
and through the first half of 1955. Nearly $24 million of the sales of outstanding stocks were to the 
United States and the remainder tc overseas countries. Net sales of $46 million of outstanding Canadian 
bonds and debentures were more than triple the figure for the final quarter of 1955 and were in striking 
contrast to the substantial outflows which were characteristic of the preceding period when Canadian and 
United States interest rates were closer. Sales included $30 million of Government of Canada direct 
issues, nearly $11 million of corporation issues, and smaller amounts of issues of other debtors. 
United States residents acquired on balance $34 million and residents of other countries $12 million of 
the net outstanding bonds sold by Canadians during the quarter. 


Sales abroad of new issues of Canadian securities during the first quarter of the year amounted 
to $105 million. This was many times larger than the figures for the preceding three quarters, and 
was only slightly smaller than the total recorded for the corresponding quarter of 1955. Direct and 
guaranteed issues of Provincial governments, payable solely in United States funds, represented over 
85% of the total. The balance was about evenly divided between municipal and corporation issues as 
equity securities represented only a small fraction of the total. Retirement of Canadian securities held 
by non-residents amounted to $74 million during the quarter, and as in the case of new issues were larger 
than in the three preceding quarters but smaller than for the corresponding quarter of the previous year. 
About half of the retirements represented redemption at maturity and the balance calls in advance of 
maturity. 


Transactions in foreign protfolio securities resulted in net capital outflows of $21 million. Most 
of this represented net purchases by Canadians of outstanding stocks of United States corporations. Dom- 
inating the whole account was a substantial participation by Canadian investors in a public redistribution 
of stock of an automobile company previously owned by a United States foundation. 


Repayments on Canadian government loans to overseas countries were limited as usual during 
the first quarter to receipt of $7.5 million from the United Kingdom. 


Among capital movements of a generally more short-term nature was an outflow of $22 million 
reflecting reduced holdings of Canadian dollars by non-residents. Holdings by United States residents 
were reduced by a substantially larger amount but residents both of the United Kingdom and of other over- 
seas countries increasedtheir holdings. A capitalinflow of $29 million arising from changes in official hold- 
ings of gold and foreign exchange has already been referred to. 


All other capital movements appear to have resulted in a net capital inflow of $178 million dur - 
ing the quarter. This magnitude has been exceeded only twice in the period of five years covered by 
official quarterly estimates of capital movements, in the second quarters of 1951 and of 1952. Among 
the components of the total which are currently indentifiable have been borrowings by Canadian finance 
companies, and the virtual elimination of Canadian holdings of United Kingdom treasury bills previously 
acquired on an interest arbitrage basis. There is also evidence of significant shifts in Canada's inter- 
national accounts receivable and payable. These are known to have included some pre-payments for 
exports arising from seasonal factors, and some collections on outstanding receivables. Payables, on 
the other hand, are known to have increased sharply. 


= 5 = 


It has been noted in the past that changing levels of international trade are ordinarily accompan- 
ied by changes in Canada's international receivables and payables. This is because payments do not 
normally coincide with commodity movements. Commodity trade statistics (which have not been adjusted 
to balance of payments concepts) indicate that imports in March were more than $75 million higher than 
in December, 1955, while exports fell over $40 million. The terms of payments for particular com- 
modities and the composition of the commodity flows are, of course, constantly changing and it is not 
possible to calculate the "normal" change which might be expected in receivables and payables as the 
result of any given change in commodity flows, nor is it possible to collect data of this nature quarterly. 
Nevertheless there can be no doubt that a substantial capital import occurred during the first quarter of 
the year as a result of these factors. 
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Summary of Capital Movements, by quarters 1954 - 1956 
eee ee OD 


(millions of dollars) 


1954 1955 1956 
name inaopenatnsaierbalaaectcesiansiare cement te on tL is at i 
IV I II III IV I 
Direct investment in Canada 155 + 87 +111 +101 ae +110 
Direct investment abroad = oe = 8 z 9 242 =. 38 « 45 
Janadian securities 
Trade in outstanding stocks + 47 52 Be P58 + 25 FaokS 532 
Trade in outstanding bonds - 29 - 83 - 51 - 46 ¥° 15 + 46 
New issues +. 25 +109 + 29 + 16 #k2 +105 
Retirements - 54 - 85 - 62 - 18 1°£9 - 74 
Foreign securities a § + 10 - 25 + 14 - 14 221 
dfficial loan repayments + 34 de apes + 18 ee ¥°35 Te 
canadian dollar holdings of 
| foreigners + 28 + 30 + 39 + 6 + 14 «ie 
} 
Jfficial holdings of gold 
foreign exchange (increase, -) - 45 + 71 - 56 - 7 + 36 + 29 
} \ 
ther capital movements - 54 - 16 +122 Aid + 90 +178 


Net capital movement financing 


| Current account + 80 +174 +174 + 89 +255 +345 


| 
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QUARTERLY ESTIMATES OF THE CANAD 


Note: Data for 1956are preliminary 


A Current Receipts . 
Merchandise exports adjusted) ...ssscsccssssssersencersescerssneeseceeneeseanercesees 872 993 1,002 1,062 


1 

3 Gold production available for CxPOrt ....serssrserssererreerersersesereeeenes 35 43 39 
4 Travel CXPeNdituress .....sscssssecserseescesnesceesseensaereesusascnceneseerenerenan erence sens 24 59 172 
5 Interest and GividendS .....scscsssssceecrssseeeeecsecseeceesanensessseen sens seseansoseeees 24 33 23 
6 Freight and shipping... NECA SOLE ERCEE HICOONGE oro CPOCOSBORE RCC ERL ITEC 70 78 83 
ff Inheritances and pear? ane Deccada easter ccroensabectieatsscesscccscasear 18 28 pa 
1 All other current receipts ....ssssessesesssscsseesesecneeceessnassesseconeeecnenanes ones 65 q2 SL 


12 Total Current Receipts....c..csscssscssssesnsseesreseeecneesssssenenneen Ly 108 15306 1,424 1,39 


B Current Payments > 
1 Merchandise imports (AdjUStE)......-ssscsessesecneeseeesseseecneeseseenensens anneenen ee 923 1,068 941 984 | 
4 Travel EXPenditures ....sesssssssscssssensessecesesesecnensese cons sesseessneseanscenaneneece 65 102 134 i 
5 Interest and dividends .. Re, aR enn RR AR et OC 8s 94 85 156 
6 Freight and shipping... Ry hones ROCESS HOLD COU EU Ro CES - "70 93 99 an 
7 
9 
1 


Inheritances and tpt dee oe Tecate eee oe, a naee eerste ctesenecee Path 23 25 ya 
Official CONtTIDULIONS .........cccesseccsseceseescecessensracacsseneneesssses cn neeeesceeces sees 4 2 2 
All other current PAyMENts........scsscsecrreseserssssecesseeeeseceenereesnasen asses eees pRVA 119 118 1285} 


12 Total Cintent Paymeits ee ee ee ego 1,501 1,404 1,476a 
Balance on Merchandise Trade ........... ‘sit cactiasnti aoe meds RN 65 + Gt + Ta 
Balance on Other Transactions, beetanine: B Ss km abreival cee aati - 122 - 118 - 39 - 155 
Official Contributions. usar Wainscot eerawarmetrccctnermeen tee Zp mie Ve xiv - = 


C GimreniyAccount- Balance aie aie Beer are ees - 195 Bey 4G) - Ga 


D Capital Account 
Direct Investment 
1 irect fnvestmentin, Canadair (ers. ae en ee eee + 98 seu afd + 5a 
Direct; investmentiabroad scceeaakaina een daneeieneeea ee LL - 18 - 30 -. cae 
Canadian Securities 
3 Teade iu olits baniditie Tastes hacc wa insnarnanaee ene HokO + 26 +e + 
4 Waiw: ieenea cose Sat es BE ee ea ee ey, +. 093 + 36 + 2 
5 Retirementeice tt are oe en ee eS a 2 We 2027 - 5 
Foreign Securities 
6 Frade in OULStADGING LESUCS c.ccscrn-cseccspeticcnemretetcaeicteeseoy YAR saad 6° clues - 
us New JASU68..c cist ee eR La eee 2 ge — pe -- 
8 Retirements ........ss.c00 So Att hs, dis heh MOL ar a eases = e ss + & 
Loans by eorenean of Coa 
10 Reoaynient? of post-war loans «cca wes. | i ae 52 D1: BABES + @@ 
11 Repayment of war loans... oe CRRA ee 7 ie 8 it | + & 
14 Change in Canadian dollar Btidiocevot tovcienarery oa aeeee Rewer: 47°15 + 1870 + (Ze 
16 Change in official holdings of gold and foreign 
exchange (incr Case; MMS) sascent sacs ctveien artetosssoitteg andacdsotacesvenspsneneslem 4 = 3h =—5 oe - & 
17 Otherica pital movement orer..c-etes seserere eee rnca cent ame ceseasiesence sanesmecccsccs< sesh om 62 +) “92 = -435 - 54 


E Net CanitaliMove ment sti g.cec wi nttnw vot cat, cratiscananan ee te Lee +. 195 - 20 + 80 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. a 


Al) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial] it : 
ems as settlers’ effects 

B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthermore, payments for defence purch 

by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statis 


A 11) This item includes govemment transactions (except merchandise tra a 
Eta) Seatuice Gace ectinns cat teehee aot p i de and interest), persona] remittances, miscellaneous inco = 


ALANCE OF INTERNATIONAL PAYMENTS 


ta for 1955 are subject to revision. 


Four Quarters 


Annual Totals ending 


1953 1954 1955 Mar. 31, 1956 


(millions of dollars) 


1,27 


[ A minus sign indicates an outflow of capital from Canada. 
1,2 Exclusive of undistributed profits. 
This itemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 


private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions. 


Raised significantly by procedural] change (see text, Vol. 2, No. 2.) 
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QUARTERLY ESTIMATES OF 


THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
SECOND QUARTER,1956 


A further rise in Canada's deficit from transactions in goods and services occurred in the second 
arter bringing the current deficit for the first half of 1956 to $771 million, which is more than double the 
ies of $348 million in the first half of 1955. In absolute terms this is the largest deficit for any corres- 
snding period and relatively it compares with deficits in some earlier periods of exceptional development 
Canada. The deficit now represents about one-quarter of current receipts, or more than the ratio in 
129 and about the same ratio as in 1930, but still much less than ratios for the peak of the period of develop- 
ant before the First Great War. 


The deficit of $429 million in the second quarter compares with $342 million in the first quarter. 
Iie increase over the first quarter was chiefly in the import balance on commodity account. Likewise, in 
.8 half year the rise was predominantly in the merchandise balance which accounted for well over half of 
: current deficit, whereas in the similar period last year most of the deficit originated in the non- 
mmodity transactions. The growth in the deficit from non-commodity transactions continued to be 
aderated by the absence of a general rise in income remitted from Canada, as the amount of earnings 
rtained in Canada has risen. 


The greater growth in imports of goods and services than in exports is, of.course,a reflection of 
}2 unusual strength of demands in Canada. Canadian expansion and accompanying record levels of economic 
utivity in Canada combined with the flexibility of imports have led to an unusual extent of borrowing of ex- 
‘(nal resources, both in physical and financial forms. At the same time economic activity in the United 
ites and in many other countries continued to provide strong markets for most Canadian exports and this 
18 contributed to the high levels of activity and incomes in Canada. But while the level of Canadian exports 
unprecedented there is not the flexibility in the supply of most commodities exported which exists in 
ports mainly because of limitations of existing productive capacity. Imports have also fluctuated much 
mre widely than Canadian manufacturing production. 


sport deficit 
| With both exports and imports reaching new peaks in the second quarter of 1956, the deficit on 

rchandise trade (adjusted for balance of payments purposes) reached record levels of $268 million for 
l: second quarter and $454 million for the first six months of the year. This deficit on commodity trade 
-mpares with an annual deficit of $208 million in 1955, and a succession of surpluses in seven of the ten 
yars since 1946. For the first six months of 1956, the deficit represented some 20 per cent of total ex- 
Irts, - a new record for this relationship in recent decades. Imports for the six-month period were up 
563 million, or 3l per cent; exports were up $263 million, or 13 per cent, and total trade increased by 


2 per cent over the same six months of 1955. 


| 


| Expansionary forces resulting primarily from the high level of resource development and industrial 
Zowth continued to stimulate Canada's import requirements. Asa result, imports of investment goods, - 
-nstruction and engineering materials and equipment, and machinery have shown the sharpest increases. 


- 


Fepared in the Balance of Payments Section, International Trade Division. 
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Many imports of this type have risen at much higher rates than total imports. But the rise in imports hag 
been widespread. For at the same time, encouraged by extraordinarily high levels of employment and 
income, the increased demand for consumption goods of all sorts has been translated into increased import 
examples being provided by automobiles and textiles and many induStrial materials. Some $496 million of 
the $663 million total increase in imports has come from the United State s. The remainder of the increasgs 
has been mainly obtained from Western Europe, the United Kingdom, Mexico, Venezuela and Japan. 


A further growth in exports to a new peak in value and volume for the period occurred in the firs} 
half of 1956. The rise was 13 per cent above the level of the same period last year, and 16 per cent in the 
second quarter. High levels of economic activity in the United States and in many overseas countries pro- 
vided the underlying strength of demands for industrial raw materials and these were reinforced bya 
notable rise in sales of wheat. A special feature of this rise in total exports was the sharpincrease in | 
clearances of wheat which accounted for not far from one-half of the rise. But other commodities also cor 
tinued to grow in total and reached a higher level than ever before for the first half of any year, although 
the total was about the same as in the second half of 1955, a period when exports are normally at their 
highest levels. Increases, however, were more concentrated in certain groups of commodities than had ~ 
been the case with rises in the previous year. Among the more outstanding increases in exports of indus- 
trial materials were crude petroleum, which almost quadrupled in value, copper and some other non- x 
ferrous metals, iron ore, uranium, and wood pulp. Exports of newsprint also continued to grow as did 
also shipments of aircraft and motor vehicles, while exports of agricultural implements and other machin- 
ery remained about the same in total. But there were some declines in exports among which lumber was | 
one of the more notable principally because of lower sales to the United Kingdom where stocks were bei 
reduced. Some other exports which declined were shingles, lead and zinc, and aluminum, the latter being) 
held down by power shortages. About half of the increase in exports went to the United States and vost a 
the remainder to Europe. The feature of the latter rise was an increase in exports of wheat to Western 7 
Europe and also large wheat sales to various countries in Eastern Europe. Although total exports to the — 
United Kingdom were lower, there were increases to the other Commonwealth countries, and a sub stantial | 
_ increase occurred in sales to Japan. : 


Export prices have been slowly but steadily increasing since late in 1954, but import prices have 
started to rise only within the past nine months. Since the first six months of 1955, both export and import 
prices have risen on the average over three per cent, leaving the terms of trade relatively unchanged — 
so far this year. 


Summary of Current Transactions with the be 


United States, United Kingdom, and Other Countries, 1955 and 1956 


(millions of dollars) 


All Countries United States United Kingdom Other Countries 
1955 1956 1955 1956 1955 1956 1955 1956 
Second Quarter 
Exports (adjusted) 1,098 Ne Ar 647 720 201 199 250 354 
Imports (adjusted) 1,148 1,541 i oc a Gee 0) 99 148 216 273 
eZ 
Balance on trade - 50 -268 -{86 -400 +102 +51 + 34 + & 
Balance on "invisibles"' -124 -161 -102 = -133 =<» 5 = 16... sald - 12 
Current account balance -174 -429 -288 --533 + 97 +35 +17 + 69 
January to June 
Exports (adjusted) 2065 02 328 122 TAR 360 384 379 454 589 
Imports (adjusted) 2,119 2, 782 1, 556°' 27052 187 244 376 486 
Balance on trade - 54 -454 -329 -692 +197 +135 + 78 +103 
Other current receipts 630 694 447 488 86 93 97 113 
Other current payments 924 1,011 684 715 104 133 136 163 
Balance on "invisibles" £294" 572317 287" er ~ 18 720408 Siege - 50 


Current account balance -348 = hT/) -566 -919 +179 + 95 + 39 + 5 


! 
Ww 
' 


eficit on "invisibles'' 


The deficit on non-merchandise account in the second quarter of 1956 was only $5 million larger 
an that incurred in the first quarter, but some $37 million above the second quarter of last year. This 
ar-to-year increase more than offset the relatively smaller deficit of the first quarter, bringing the 
umulative deficit for the first six months of the year to $317 million, as compared to $294 million for the 
ame six months of 1955. Items contributing to this larger deficit included increased expenditures by 
anadian tourists outside Canada, higher net payments for freight and shipping services, and increased 
overnment expenditures for economic and technical aid. Partially compensating for these increased 
penditures, were relatively higher immigrant and other miscellaneous receipts and smaller net pay- 
rents on income account. The decline in remittances abroad of interest and dividends resulted from the 
ccurrence in 1955 of several extraordinary and non-recurring dividend payments. At the same time, 
fe 1956 income payments to date, do not as yet reflect the extensive sale both of outstanding and of net 
ew issues of Canadian securities to non-residents which has occurred in the past six months, nor much 
f the income to come on new direct investments in industry. 


ransactions by areas 


In the second quarter of 1956, the deficit on current account increased by $87 million over the 

‘rst quarter, and the deficit with the United States by $147 million. Comparing the first six months of 

955 and 1956, the overall deficit rose by $423 million to $771 million, and the deficit with the United 

tates rose by $353 to $919 million, This increased deficit with the United States was more than accounted 
br by the rise in merchandise imports. With the rising level of economic activity in Canada, the pressure 
f final demand has resulted in sharply increased imports of materials and finished consumer and invest- 
1ent goods as that country is the source of some three-quarters of Canada's imports. The deficit with 

he United States for non-merchandise items showed a small decline, reflecting increased Canadian pay- 
,ents in the tourist and service categories which were more than offset by smaller income remittances 

ad larger miscellaneous receipts. 

Net imports of goods and services from the United Kingdom increased in the second quarter of 
956, reducing the surplus from $179 million in the first six months of 1955 to $95 million in 1956. In 
ne second quarter of 1955, the rail and dock strikes, reinforced by high levels of internal demand, sub- 
-antially limited the level of United Kingdom exports to Canada. The major part of the increase in im- 
orts evinced in the first and second quarter of 1956 consisted of automobiles, machinery, electrical 
o0ds, textiles, and payments on account of ships constructed in the United Kingdom. The slight decline 
1 total exports to the United Kingdom was chiefly due to the reductions in sales of lumber and pulp which 
ere partly offset by increases in exports of other commodities. Larger payments on income account by 
yurists and for miscellaneous items more than doubled the deficit on non-merchandise trade. 


The increased deficit with the United States and the smaller surplus with the United Kingdom were 
ffset to a very limited extent by an increase in the surplus with the rest of the world from $39 million to 
53 million in the first six months of 1955 to 1956. There was a significant rise in exports to a wide range 
f countries, particularly Western Europe, Russia, and some Commonwealth countries, and an increase 
‘imports from Europe and Latin America. The overall surplus on merchandise trade rose by $25 
tillion to $103 million in the six-month comparison, and was counteracted by an increase in the deficit 
ainvisibles related primarily to larger tourist expenditures and Colombo Plan disbursements. The other 
vincipal change from the previous year in the current balance with this group of countries was the virtual 
\Sappearance of the deficit with countries other than the sterling area and the O.E.E.C. 


j 
inancing the deficit 


| The record current account deficit of $429 million incurred in the second quarter of 1956 was 
manced without any apparent balance of payments strain. Indeed the Canadian dollar strengthened on the 
iternational exchange market, and a significant addition was made to Canada's official holdings of gold 
ad foreign exchange. The net capital inflow in such long-term forms as direct investment, portfolio 
ecurity transactions, and official loan repayments was $357 million, nearly equal to the corresponding 
otal for the whole of 1955, and considerably more than twice the figure for the first quarter of 1956. 

his category of capital inflow was equivalent to more than 80 per cent of the enlarged current account 
2ficit in the second quarter compared with somewhat less than half in the first quarter of 1956 and some- 
hat more than half in the preceding year. The remaining balance was, of course, equal to the net 
1ovements of capital in other forms. These included in the second quarter a net inflow of $102 million 
overing private movements mainly in short-term forms (including a reduction of $5 million in holdings 

' Canadian dollars by non-residents), and an outflow of $30 million covering net acquisitions of gold and 
‘reign exchange for the official holdings. The latter movement virtually restored the official holdings to 
1e level at the end of 1955. 


B72 = 


e rate for the Canadian dollar strengthened noticeably over the quarter, the price ¢ 
rom 99 7/8 cents at the beginning to 98 3/32 at the end. The 
and the closing rate was only slightly above the low. The trad 
d the noon average for the quarter as a whole was 99. 12 cents 


The exchang 
the United States dollar in Canada falling f 
opening rate was the high for the quarter, 
ing range in the market was 1.87 cents, an 
compared with 99.88 cents in the first quarter. 


Although the record deficit for the first half of 1956 was financed without visible strain on the 
balance of payments, it should not be overlooked that it involved a very considerable addition to Canada's 
external liabilities. Canada's net balance of international indebtedness was estimated to have been 
$7.7 billion at the end of 1955. By mid-1956 it was probably of the order of $83 billion, having risen 
continuously from $3.7 billion at the end of 1949. The investment in Canada to which this financing has 
contributed has resulted in a great growth in productive Capacity. But the resulting liability represents 
increasing ownership and control by non-residents of Canadianindustry and an increasing claim on the 
income of the country which may be expected to lead in the future to sharply increased payments abroad 


on income account. 


Capital movements 


The net inflow of capital for direct investment in foreign-controlled enterprises in Canada reach 
new heights during the second quarter of 1956 and is tentatively estimated to have amounted to $140 millio; 
The inflow was more than 25 per cent above that of the first quarter, and exceeded by more than 10 per 
cent the previous record established in the final quarter of 1954. For the first six months of the curren 
year, the net movement amounted to $250 million. Mining and petroleum development accounted for some 
three-quarters of the total. Overseas capital has been playing a relatively more important role in direct 
investment during the first half of 1956 than in 1955 as a whole, accounting for about 35 per cent in the 
later period in contrast to 25 per cent in the preceding year. The net inflow from overseas countries othe: 
than the United Kingdom during the first six months appears to have already exceeded the total for the — 
whole of 1955, while the net movements from the United States and United Kingdom each appear to have 
been at annual rates well above those for 1955. 

The net outward movement of capital from Canada for direct investment abroad during the second 
quarter was of the order of $5 million bringing the six-month total to $50 million. More than half of the 
net movement was to the United States. The record shows some very large transactions relating to the 
acquisition or disposal of existing enterprises abroad. Canadians acquired important interests in several 
fields of retailing in the United States, but disposed of major interests in some other ventures in which A 
Canadian capital had long been dominant. Capital from Canada contributed moderately to the development 
or extension of some areas of manufacturing in the United States and of mining enterprises in various parts 
of the world. . 


Transactions in Canadian portfolio securities resulted in a net capital inflow of $195 million durin 
the second quarter of 1956, bringing the half-year total to $305 million. The quarterly movement was 
larger than any since the massive inflows which occurred during the third quarter of 1950, and reflected 
the net sale of $48 million outstanding Canadian stocks and bonds and $172 million new issues, less $25 
million retirements of Canadian securities owned by non-residents. : 


Net sales of outstanding Canadian stocks roSe to new heights, contributing $62 million to the 
total for the second quarter. The balances with the United States, the United Kingdom, and with other 
overseas countries each rose. Net sales to United States residents amounted to $35 million, an increase 
of about one-half over the first quarter balance. There was a very sharp rise in net sales to residents 
of the United Kingdom, which exceeded $16 million during the quarter compared with less than $2 million — 
in the preceding quarter. Residents of other overseas countries added $11 million to their holdings, com- 
pared with $6 million in the first quarter. In contrast to the transactions in outstanding Canadian stocks 
there were, however, net repurchases during the second quarter of the year of outstanding Canadian 45 
bonds, debentures and other securities amounting to some $14 million. This movement was in contrast 
to net sales which occurred on balance in each of the preceding two quarters. Canadians repurchased ~ 
nearly $25 million of outstanding Canadian bonds and debentures held in the United States, but sold, on — 
balance, $3 million and $8 million to residents of the United Kingdom and other overseas countries, 
respectively. There were net repurchases from the United States of Government of Canada direct, pro- 
vincial, and corporation issues, while there were modest sales of Government guaranteed and municipal 
issues and other securities. Net sales to residents of overseas countries other than the United Kingdom 
were mainly Government of Canada direct issues. 


The proceeds of new issues of Canadian securities sold to non-residents amounted to $172 million 
during the second quarter and $278 million for the first half of 1956. The second quarter total was the — 
highest since the first quarter of 1954. Provincial, municipal and corporate bonds, and common stock 
all contributed important amounts to the total sales, some 90 per cent of which were to residents of the 


Sot ae 


ed States. Retirements of foreign-held Canadian securities involved a capital outflow of $25 million 


ng the second quarter and $99 million for the first half of the year. Most of this outflow was to the 
ed States. 


Transactions in foreign securities led to a net capital inflow of $6 million compared with an out- 
of $17 million in the first quarter when, however, trading was dominated by a substantial partici- 
on by Canadian investors in a public redistribution of stock of an automobile company previously owned 
| United States foundation. During the quarter there was a net inflow of $11 million from the sale by 
adians of holdings of outstanding foreign securities, principally stocks of United States corporations, 
\Canadians purchased $5 million of new foreign issues, mainly United States corporate and foreign 
“vrnemnt bonds. 


Repayments on Canadian government loans to overseas countries amounted to $21 million during 
sjuarter, and included amounts from the United Kingdom, Belgium, Czechoslovakia, the Netherlands, 
way, andthe U.S.S.R. The latter payment represented the final instalment on that country's debt to 
ada arising from advances made at the end of the Second World War. 


Turning to capital movements of a more short-term character, there was an outflow of $5 million 
‘esenting a further reduction during the second quarter of Canadian dollar holdings of non-residents. 
lings had been reduced by $22 million during the first quarter. These reductions are relatively small 
mparison with total holdings which were of the order of $435 million at the end of 1955. A capital 
.ow of $30 million occurred during the second quarter to augment Canada's official holdings of gold and 
tign exchange. This outflow, to which reference has already been made, followed an inflow of $29 
ion in the first quarter. 


| All other capital movements were on balance again inward during the second quarter of 1956, and 
ar to have involved a net capital inflow of about $107 million, compared with $170 million in the first 
ter. Relatively little information is yet available concerning the second quarter movement. The 

ting values of Canadian commodity trade, the changes in private and commercial holdings of foreign 
ange arising from both the financing of trade and the timing of transfer of the proceeds of new issues 
| abroad, the effects of the heavy demand for credit in Canada arising from the phenomenal capital 
tment programme ,and the changing conditionsin the forward exchange market, are all among the 
ences which were probably of major significance in this category of movement. 


Summary of Capital Movements, 1955 and 1956 
i a ee ee ee 


(millions of dollars) 


= 


1955 1956 , 223 1956 
IV I II First half Second half First half 

‘ct investment in Canada + 101 sau il + 110 + 140 + 198 one 2 YA +4 250 
‘ct investment abroad Peete Fosse | 45) Ss a - 50 =} 50 
udian securities 
ade in outstanding stocks heeco et fie +. 32 4, 62 + 110 5 args: +) 94 
ade in outstanding bonds see a tinlS..- +. 46 - (14 - 134 - 31 +) 0Sz 
iw issues + 16 + eZ + 106 te + 138 + 28 + 278 
(irements - 18 =) 9 - 74 =—25 - 147 - 37 =} 599 
ign securities + 14 - 14 ety, + 6 - 15 - pele 
tial loan repayments + Oo met 355° c+ Te <1 + 25 + 44 + 28 
udian dollar holdings of 
. + 6 + 14 ae =- 5 + 69 + 20 af Peat 
vial holdings of gold and 
leign exchange(increase, -) - Tet 3G) 4 29 - 30 ho 05. + 29 = 1 
; 
ir Capital movements + Tee ts) 90) e170. OF + 106 + 91 +i2it 


apital movement financing 


(rent account + 89 + 255 + 342 + 429 + 348 + 344 + 7a1 
| 


i 
5 
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QUARTERLY ESTIMATES OF THE CAN/ 


Note: Data for 1956are prelimin 


5 A ety 
I 3 III IV 


A Current Receipts 
1 Merchandise exports (AdjUStE)...-.-..ssesessreeseeerecenen 872 993 1,002 1,062 
3 Gold production available for Export ........-+s-srere 35 43 39 38 
4 Travel ExDeMdituress ........scsssecsssseessrseseneceenseneeseee sere es 24 59 172 50 
5 Interest and dividends .........cescsceesesecreseeeeeesteeeese sees 24, 33 23 67 
6 Freight and Shipping........s.ssscsssssseesesssecreeenenasenee se cees 70 718 83 82 
7 Inheritances and inimigrants’ funds ...........+-+-seeeee 18 28 2h 19 
2 All other current receipts ........ssscsecnresesseecseceeenecene 65 72 81 80 
12 Total Current RECeipts........scssscsccsessercesereseeee Ly 108 1,306 1,424 1,398 
B Current Payments = 
1 Merchandise imports (adjusted).......s.scessecesseeseee reese 923 1, 068 941 984, 
4 Travel EXDENGItUTES .......cesssssecessseeceeeesesenseeeceeese sees 65 102 134 88 
5 Interest and GIVIGENAS ....cocsereccnsessssermcecssseveessrsssrsen’ OD 94 85 156 
6 Freight and Shipping...........csscssssssesrseceeceesenaseneesrenns 70 93 99 94 
7 Inheritances and emigrants’ funds ...........1 see seeree 21 23 25 25 a? 
9 Official Contributions .........cecessseeseerseereecsseenaesesees 4 2 2 3 q 
11 All other current PayMeNts.........scesesrcrrees secece erence sBVA 119 18 128 3 
12 Total Current Payments .......sccccescssscssccesseesecseeeee, Ly 285 1,501 dlrg Aas 1,478 1,40 
Balance on Merchandise Trade «-.-.:-scccsceereeeeee om 51 - 75 + 61 + 73 ~ eh 
Balance on Other Transactions, excluding B9.... — 122 - 118 = 39 = 55 - 165 
Official Contrib utlonsss ccsececcsecs-sacecar enseasedensseenacceseteee = = 4 - 2 ot 2 os 3 - f° 
c Current Account Balance ............cscsssses ssssesseseseseeseereees - 177 - 195 si At] - 80 a ni 
D Capital Account 
Direct Investment ‘ 
1 Direct investment in Canada....cccccennne 6 9B + 98 ent af + 124 + 87 
2 Direct investment abroad ...cceccceeececee = LL - 18 =O a soo a 
Canadian Securities 
3 Trade in outstanding iSSUCS woe F 16 + 28 * "2 + 18 2) 
4 NEW LGS06860 one conreee-aieee ene te LOL + 93 + 36 sta AS + 10 
5 Retirements otc nae estas cere wens - 26 =" a6 a0 ihe: =e - $ 
Foreign Securities j 
6 Trade in outstanding issues ..........cssssecesene  F 4 + 9 Pe ef = 5 + m2 
7 ING W AE SUC Sec ic erre rote enprerstadeacecespsnteondeceals <acteoneenotaca =-E2 - 26 =o o3 an PZ Be » 
8 RReetiITEMONtS <2 cce<-csccceccse cesses accees coseeer = = = + 2) +3) 
Loans by Government of Canada ; 
10 Repayment of post-war lOaMs ...........sssesseses cesses nQnalh™ cot bi + 3 + 26 =< 
11 Repayment of war LOANS. ccispecuseccormticsonecres 0 t + oe 5 + 7 + .°$ + 
14 Change in Canadian dollar holdings of foreigners — 17 + 13 7 aetLO + 26 +a) 


16 Change in official holdings of gold and foreign 
exchange (increase, MINUS).............sssescscsssscsrees 


4 
17 Other capital MOVEMENES ............-csceeeceeeececceceseeeeecececesesececes peeeeee =O 62 ma Ne Ae =~ 35 - 23 


ae 
org 


Ny 


E NOE (aD! MOV OIG INE co secccces ensues assereceas lon cx sorte dusesecoscstecd Tae Ae iol 6 + 195 eels + 80 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial items as settlers’ ef! ac 
B 1) _ items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthermore, payments for defence PD 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade st 


A 11) This item includes government transactions (except merchandise trad sous income 
B 11) insurance transactions, and business Sertiécd: : e and interest), personal] remittances, miscellan' 


E OF INTERNATIONAL PAYMENTS 


for1955 are subject to revision. 


ao 5 5 1956 Annual Totals Four Quarters 


III IV endi 
I TI 1953-1954 1955 June 30, "1956 
(millions of dollars) 
Pele7y- 4 a TAO 1,055 1,273 As152 3,929 4, 332 : 
37 40 37 38 Wet aes ee 186 nate ; 
182 54, 27 64 302 305 328 327 4 
28 73 31 39 165 147 160 171 5 
101 107 98 14 318 213 385 420 6 
21 17 27 91 89 86 89 7 
106 104 9 106 319 298 393 412 11 
1,605 1,539 1,361 1,661 99491 = 55236 5839 6,166 12 
1,163 1,258 seh ok. 45210 3,916 4,540 ri 
156 96 7 songaiepes 365 389 aye , 
93 155 103 117 404 423 477 5 
110 115 100 132 374, 356 4,08 157 6 
28 27 21 25 91 4, 101 101 7 
8 7 8 9 25 AG 2 24 32 9 
136 136 142 134 465 419 532 547 11 
1,69 1,794 1,703 2,090 59934 5,668 6,531 7,281 12 
= 36 - 118 - 186 ~- 268 - 5 + 13 - 208 - 608 
eee ym 130 - 146 ~~ 152 - 360 - 434 = 460 - 475 
Ee aE SW Siew kc 49 ESD mea ia ee oe - 32 
ee S9)., 255 - 342 - 429 -~ 443 - 432 - 692 -1,115 c 
D 
101 + 111 + 110 + 140 + 426 + 392 + 410 + £62 1 
> (pT - 45 este ely - 63 o» 81 67 - 100 2 
ee + 7 + Of see Ne Pevind ss Mie aes mage i + 133 3 
16, + Jo +106 +17 + 335 +332 + 166 + 306 4 
18 19 7, 25 - 146 203 = 184 - 136 5 
ae g ae 1G + ll a ae 16 +47 6 
- 4 22 af: See = 23° = 33 = 48 32 7 
+ yu : i fa AIGA PON Oe RE ETT +*yu 8 
ce 2 t 27 _ + 13 ET. + £2 + 39 + 42 10 
ee 7a t- 8 + 7 + 3 FO tis. sty. 30 + 30 11 
6 TA 2. 5 18 + oh + 89 7 14 
7. +) ..36 FOO”. 39 caiolls:< eae ict 2 lage EP 9s + 28 16 
: + 90 + 170 + 107 - 185 - 2 + 197 + 368 17 
m «89 ~. * 255 + 342 + 429 +43 + 432 =«+ 692 +1,115 E 


3: 
. minus sign indicates an outflow of capital from Canada. 
lusive of undistributed profits. 


his item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
vate and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 


fesenting unrecorded capita] movements and errors and omissions. 
i2d significantly by procedura] change (see text, Vol. 2, No. 2.) 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


THIRD QUARTER, 1956 


In the third quarter of 1955 Canada's current deficit from transactions in goods and services with 
bx countries was at an unprecedentedly high level for that period of the year. At $202 million it was 

» than twice as high as in the same quarter of 1955 when it was $89 million. The enlarged deficit was the 
pined result of increasés in import balances on commodity account and the deficit from all other current 
asactions. Although less in absolute terms than deficits in the preceding quarters this year, the under- 
ig imbalance continued to be very great, and general influences giving rise to a widening deficit continued 
ve strong. In the third quarter current receipts are normally larger in relation to current payments than 


arlier periods of the year, and several times even in recent years small current surpluses have emerged 
the third quarter. 


| 
| In the first three quarters of the year the current deficit was $984 million compared with $437 
ion in the same period of 1955 and $692 million in the whole of that year. At this level it amounted to 
| than one-fifth of current receipts, a ratio which has been exceeded only in a few periods of unusual 
lopment in the first half of this century. Accompanying the extra-ordinary level of economic activity 
ing the first three quarters of 1956 have been unprecedented demands for investment goods, industrial 
\rials, and consumption goods. These were translated into import demands for a wide variety of goods and 
tices. At the same time, high levels of investment and consumption have been experienced by most of the 
strial countries in Europe and America; this situation was reflected in a strong demand for Canadian 
rts. 


ncing the deficit 


Against a background of exceptionally high long-term capital inflows the exchange value of the 
dian dollar has shown increasing strength, reaching in September its highest level since February, 1955. 
frapid pace of development in Canada reflected in record levels of capital formation has led to heavy 
mcing demands in the Canadian capital markets. As a general rule investment originating with non- 

dent entrepreneurs has been accompanied by external financing. Much investment originating internally 

¢ leads to external financing. And to the investment decisions of Canadian entrepreneurs there must be 
sd the other capital demands arising from both non-resident and Canadian industrial investment and from 
generally high level of economic activity on which these are an influence. The total investment demands 
anadians have consequently exerted heavy pressures on Canadian markets and have led Canadian governments 
Scorporations to have recourse on a significant scale to external capital markets. For some period past 
net physical demands of the Canadian economy on the rest of the world appear to have played a relatively 
t important role in shaping Canada's balance of international payments than the problems of financing 
stment. This condition manifested itself in a tendency for current account deficits to exceed imports 
; sede capital. 

But with the growing stringency of credit, the internal problem of financing capital expenditure in 
ida has now assumed increased importance, reflected in the balance of payments particularly in the sale 


| 


2ared in the Balance of Payments Section, International Trade Division. 


Epmonp CLouTIER, C.M.G., O.A., D.S.P., Queen’s Printer and Controller of Stationery, Ottawa, 1956. 


This change has coincided with the normal seasonal tendency for strength 
the current account in the third quarter. Thus, while long-term capital inflows were of practically the 
same magnitude in the third quarter as in the second, in the later period they greatly exceeded the reduce 
current account deficit. It should be borne in mind, however, that new borrowing, both internal and exten 
may be expected frequently to differ somewhat in timing from the capital expenditure it is to finance. Fo 
this reason the distinction between the influences on foreign borrowing mentioned above must of necessity - 
regarded as tentative over such relatively short periods as a quarter. 


abroad of new Canadian issues. 


Commodity deficit 


Both exports and imports declined from the peaks attained in the second quarter of 1956, but the 
fall in exports was small, some $14 million as compared to a $194 million decline in imports. As a result 
the merchandise trade deficit fell from $279 million in the second quarter to $99 million in the third. TI 
cumulative totals for the first nine months of the year showed significant increases in both exports, $373 
million or almost 12 per cent, and imports $847 million or over 25 per cent. The merchandise trade defici 
for the first nine months of 1956 was $564 million, compared with $90 million for the corresponding period 
1955 and $208 million for the whole year 1955. This increase in the trade deficit for the nine month period 
of $474 million accounts for a substantial portion of the total increase in the deficit on current account 


$547 million. 


The decline in imports in the third quarter was $194 million or over 12 per cent, but it should t 
noted that there normally occurs a decline in imports from the second to the third quarter. Another facto 
at work this year was the effect of the steel strike in the United States, and imports of primary and semi- 
finished steel were substantially down from the abnormally high levels of the second quarter. The same wa: 
the case with imports of automobiles and parts which were abnormally high in the second quarter. On the 
other hand, imports of machinery and equipment which have been an important contributor to the rises through- | 
out this year seem to have been well maintained from incomplete data available for the third quarter. 


Imports for the first nine months of 1956 have been heavily concentrated in materials and equipment 
for the capital investment program, industrial materials, and for certain consumers’ goods such as auto- 
mobiles and textiles. Apart from the United States and the United Kingdom which have been major sources of 
supply for the wide variety of demands, imports have increased significantly from such countries as West 
Germany, Belgium and Luxembourg, Mexico and Japan. 


The level of exports at $1,248 million was slightly less than in the second quarter when it reach 
a record for that period but the total constitutes a new peak for the third quarter. While export clear- 
ances of wheat were considerably lower than the very high total in the second quarter, there were substantl 
gains in exports of manyother commodities. Most conspicuous among these was the growing volume of export 
iron ore which are heaviest in the third quarter. Other large contributors to the totals included forest 
products and metals which continued even higher than in the second quarter. Exports of petroleum were also 
much higher than in earlier years, although at about the same level as in the second quarter. 


In the nine months of 1956 exports rose by almost 12 per cent. The greatest increase over the 
previous year has been the sharp revival in sales of wheat which made up more than one-third of the rise, 
having increased by more than one-half. Nevertheless exports of other commodities as a group rose by more 
than 8 per cent. But there has been some unevenness in the trends in different commodities. Some 
commodities which have risen most notably (besides wheat) have been commodities under development like iron 
ore, petroleum and uranium. Other exports which have risen sharply include copper, ferroalloys, aircraft and 
flaxseeds. High levels of others have been maintained or exceeded. Among the more notable instances of 
reductions are lumber, fertilizers and some metals. 


There have, in addition, been shifts in the origin of demand for our exports. A large part of the 
increase in wheat exports has been to central and western European countries experiencing shortages. At the 
same time, there have been increases in other exports to West Germany and Japan, countering to some extent — 
the substantial rise in imports from these countries. | 


With export prices some 2 per cent higher than at the beginning of the year, and import prices 
relatively unchanged, the terms of trade appear to have moved slightly in Canada's favour. As compared t0 
the third quarter last year, export prices are up some 3 per cent and import prices 2 - 3 per cent, leaving 
the volume comparisons comparable to the value levels. 


Deficit on "invisibles" 


During the third quarter of 1956, the deficit on non-merchandise account declined from the second 
quarter level under the influence of normal seasonal factors, which are particularly pronounced in the travel 
account. But the deficit, at a level of $103 million, was almost double the deficit incurred in the same 
quarter last year. A factor contributing significantly to the size of the deficit in this quarter was tl 


tec 


1 of net payments abroad on income account. While receipts were lower, in relation to both the second 

‘ter of this year and the third quarter of 1955, payments approximated the second quarter 1956 level, and 
‘tantially exceeded the third quarter of last year. Although the dividend policies of Canadian companies, 
uding particularly the wholly-owned subsidiavies, tend to be influenced by a wide variety of factors, a 

re part of the increased transfers appears to reflect the fruition of some of the recent major non-resident 
stments as well as generally higher levels of profits in 1956 to date. Reinforcing the impetus towards a 
tively larger deficit this quarter were higher net payments for freight and shipping services and for 
sellaneous items. A third quarter surplus in the travel account has been largely responsible for the 

sonal decline in the non-merchandise deficit; however, this year, as a result of a smaller volume of 

‘ists entering Canada, and of a larger number of Canadians visiting abroad, the surplus was notably smaller. 


The cumulative deficit for the first nine months of this year was $420 million, some $73 million or 
rer cent larger than for the same period of 1955. All of the non-merchandise items with the exception of 
available for export, and migrants’ and inheritance transfers showed larger deficits this year to date 

1 for the first nine months of last year. The most important increase in deficit relates to the $41 

ion increase in expenditures abroad by Canadian tourists, as compared to a $5 million increase in receipts. 
largest single increase in receipts or payments in the "invisible" items came in the freight and shipping 
punt, where, largely as a result of record levels of exports and imports, receipts and payments increased 
some $45 million and $70 million respectively. Other accounts, including income, official contributions, 
miscellaneous items, showed deficits larger than last year, as expenditures rose more than receipts. 
ymmpanying the larger number of immigrants to Canada in the first nine months of the year were increased 
»ipts of migrants’ funds, and a smaller deficit on that account. The value of gold available for export 
1ined unchanged from the corresponding period of 1955. 


Summary of Current Transactions with the 


United States, United Kingdom and Other Countries, 1955 and 1956 
| (millions of dollars) 


All Countries United States United Kingdom Other Countries 
i 1955 1956 1955 1956 1955 1956 1955 1956 
ed Quarter 

xports (adjusted) by ee OYA: 670 732 199 219 258 297 
nports (adjusted) iV ilteys! 1,347 826 939 110 124 227, 284 
alance on trade =i36 - 99 -156 -207 + 89 + 95 rs ae) Py ic! 
alance on "invisibles" = 153 -103 ar ete - 38 - 18 - 23 - 36 - 42 
arrent account balance - 89 -202 -155 -245 + 71 + 72 —5 - 29 
ljary to September 

xports (adjusted) Syn ibe, 35D05 1,397 2,092 583 598 712 875 
mports (adjusted) 5 P80 ele $1295 01 12 2.38 2eule 12 9989 297 369 603 771 
} 

alance on trade - 90 -564 -485 -897 +286 +229 +109 +104 
\ 

ther current receipts 1,108 13192 829 885 133 142 146 165 
ther current payments 1,455 Te Oe, 1,065 1,150 169 205 221 757) 
alance on "invisibles" -347 -420 -236 -265 - 36 - 63 - 75 - 92 


urrent account balance -437 -984 -721 -1,162 +250 +166 + 34 + 12 


Transactions by areas 


The $202 million deficit in the third quarter of 1956, some $238 million less than the second 
quarter deficit, reflected primarily a decline of $286 million in the deficit with the United States. Of 
this decline $191 million related to a reduction in the commodity deficit, arising almost entirely from low 
imports, and $95 million to the increment from a deficit to a surplus on travel account. The surplus with 
the United Kingdom increased from $34 million to $72 million as exports increased and imports decreased. 
This increase in the surplus with the United Kingdom was more than offset by an opposite movement in the 
balance with other overseas countries, from a second quarter surplus of $57 million to a deficit of $29 mill 
caused by a larger increase in imports than in exports of merchandise and by larger net payments for "invis; 
items. 


As compared to the third quarter of last year, the overall deficit has increased by $113 million « 
which $90 million was with the United States. The increase in the United States deficit has resulted from 
larger net payments for both merchandise and non-merchandise items. The surplus with all overseas countries 
declined by the remaining $23 million. 


For the first nine months of 1956, the deficit reached the unprecedented level of $984 million, a: 
compared to $437 million for the first nine months of 1955. This growth of $547 million resulted mainly fre 
a rise of $441 million in the deficit with the Unites States. There was also a reduction in the surplus wit 
overseas countries which accounted for the remaining $106 million of the change. 


The current deficit with the United States of $1,162 million in the nine months was higher than et 
before. Of this some $897 million was in merchandise trade which accounted for $412 million of the growth. 
The deficit from "invisible" transactions with that country was $265 million, only $29 million more than in 
the same period last year. Exports to the United States of certain items such as iron ore and petroleum hav 
increased markedly, and the overall increase in exports to that country was of the order of 10 per cent. At 
the same time, under the impetus of the extra-ordinary level of capital investment expenditure in Canada, 
imports from the United States of industrial machinery and equipment, and construction material, as well as 
automobiles for personal consumption, have generally risen even more than the gain of some 25 per cent in 
total imports from that country as compared to last year. The major portion of the increase in expenditures 
on "invisible" items has been associated with tourist expenditures and freight. 


The current account balance with the United Kingdom and other overseas countries has been in 
surplus for the first nine months, but the surplus in each case has been smaller than for the same period lz 
year. For the most part, the export balance resulted from smaller surpluses on merchandise trade, and large: 
deficits on non-merchandise items. The level of United Kingdom imports from Canada has shown only a nomina 
increase while Canadian imports from that country, including both investment and consumption goods, were som 
$72 million higher in the first nine months. Relatively larger payments for most non-merchandise items 


resulted in an increased deficit in that account and reduced still further the current account surplus with 
the United Kingdom. 


The $22 million decline in the surplus with the other overseas countries relates to a drop of $5 
million and of $17 million in the surpluses in merchandise and non-merchandise trade respectively. Exports 
to and imports from other overseas countries increased by relatively the same amounts. The largest increases 
in exports were to European countries, including Poland and Russia, and to Japan; the largest increases in 
imports were from Europe, Mexico and Japan. The increase in the deficit on "“invisibles" was primarily a re- 


flection of increased expenditures in Europe related to travel abroad and NATO commitments, and in the Sterl 
Area for equipment and assistance under the Colombo Plan. 


Capital movements 


Capital movements in such long-term forms as direct investment, portfolio security transactions, ane 
official loan repayments, led to a capital inflow of $352 million in the third quarter. This impressive 
figure was of roughly the same magnitude as in the second quarter but was greater by nearly 75 per cent than 
the net current account deficit. Between the beginning of 1955 and mid-1956 capital inflows in the long-ten 
forms fell short of the deficit on current account. During this period of a year and a half the remaining 
gap was financed by a marked reduction of Canadian holdings of funds abroad by industry and by a considerable 
increase in net commercial liabilities. However, during the quarter under review Canadian holdings of funds 


abroad have increased greatly. As in the earlier quarters of 1956, overseas countries were again the source 
of about one-third of the total long-term capital inflow. 


The net inflow of foreign capital for direct investment in non-resident controlled enterprises 
continued at a high level during the third quarter but fell well short of the record rate of $150 million 
established in the second quarter. The preliminary estimate of $115 million for the third quarter brought 
the nine-month total to $365 million compared with $299 million for the corresponding period of 1955 and it 
$410 million for that year as a whole. Inflows to the petroleum industry have shown considerable stability 
and have been of the order of $55 million to $65 million in each of the three quarters of 1956. Manufacturl 


tae 


\ 


tries received about $35 million in the third quarter, and the balance of the movement was spread over a 
ety of concerns. The net inflow for mining was very small and more than half of the decline of $35 million 
he net direct investment inflow from the second to the third quarter reflected reduced inflows to that 

try. During the third quarter more of the net movement of direct investment came from the United States 


in the first half of the year. For the first three quarters of 1956 the United States accounted for 
two-thirds of the total. 


Net outflows of capital for direct investment abroad are tentatively estimated to have amounted to 


million in the third quarter, bringing the nine-month total to $75 million; about half this movement was 
e United States. 


Transactions in Canadian portfolio securities during the third quarter of 1956 led to a net capital 
ow of $245 million, bringing the nine-month total to a record $554 million. The quarterly inflows in both 


Net sales to non-residents of outstanding Canadian stocks reached a new level of $77 million in the 
quarter, rising by $15 million over the previous record established in the second quarter. While the 
ce of $25 million with the United States was some $10 million below the second quarter total, the balance 
the United Kingdom more than doubled, reaching an impressive $34 million, while transactions with other 
3eas countries also led to a sharply increased inflow of $18 million. Net sales for nine months totalled 
million, comprising $84 million to the United States, $52 million to the United Kingdom, and $35 million 
her countries. Trading in other outstanding Canadian securities, mainly bonds and debentures, led to 
cepurchases during the quarter of $8 million, net sales of $3 million and $5 million to the United Kingdom 
re other overseas countries haveing partly offset net repurchases of $16 million from the United States. 


} Proceeds of new issues of Canadian securities sold to non-residents reached a higher figure during 
chird quarter of 1956 than any recorded since the publication of quarterly estimates was begun in 1950. 
sotal of $200 million reflected principally borrowings by Provincial governments, municipalities and 
xrations, although some $8 million of Government of Canada issues and-$18 million of Canadian common and 
erence stocks were taken up by non-residents. About 70 per cent of new bonds and debentures sold to non- 
tents during the quarter were payable solely or optionally in foreign currencies. Residents of the 

xd States bought about 85 per cent of total new issues. Retirements of foreign-held Canadian securities 
1g the third quarter involved a capital outflow of $24 million, reflecting mainly Government of Canada 
es. Most of this outflow was to the United States. (Detailed balance of payments statistics covering 
issues and retirements of Canadian securities appear at quarterly intervals in the monthly report "Sales 


Purchases of Securities between Canada and Other Countries".) 
| 
Transactions in foreign securities led to a small capital inflow of $5 million during the quarter. 


| Repayments on Canadian government loans to overseas countries were limited during the third quarter 
uceipt of $7.5 million from the United Kingdom. 


Among the capital movements of a more short-term character during the quarter were outflows of $10 
Lon representing the reduction of Canadian dollar holdings by foreigners. Three successive quarters of 
ine have reduced these holdings to $400 million. There was also a small outflow of $5 million represent- 
et additions to Canada's official holdings of gold and foreign exchange. The other capital movements 
m balance to an outflow of $135 million during the quarter. By and large this amount reflected in- 
ted holdings of United States dollars by the non-official sector, including the proceeds of new issues of 
tian securities sold abroad which were awaiting transfer. The outward movement during the third quarter 
j. contrast to that which occurred during the first half of the year when there were net inflows of $289 
Jon. This amount included an apparent substantial increase in net short-term commercial payables abroad. 
The Canadian dollar continued to appreciate on the international exchange market during the third 
ler of 1956. The price of the United States dollar in Canadian funds fell from 98 3/32 cents at the 
ine of the quarter to 97 15/32 cents at the end. The trading range between the high and low quotations 


ie quarter was one cent, and the noon average price for the quarter as a whole was 98.03 cents or 1.09 


! lower than during the second quarter. 


ij 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1956are preliminary 


Le Geaah to Fae 


LI ttt IV I II 


A Current Receipts 
1 Merchandise exports (@djuSted).....seccceecssececrereeceeree cee 1,002 1,062 967 
3 Gold production available for ExPOrt «0... 43 39 38 39 
4 Travel OxXDeNditures ......s.ccsssesssssceseeeceresreetereesseseneeees 59 172 50 26 
5 Interest and dividends «......ssssccesseesssseeesseesseesseeeeee 33 es) 67 25 
6 Wreleht and shippine tiosheansuaec cetera nnsccceneeamenieee < 78 $3 $2 32 
7 Inheritances and immigrants’ fUNdS «........sssseeeecees 28 24 19 16 
11 All other current receipts «0... 72 81 80 713 
12 Total Current Receipts....c.ccccccccsessssssecesseesseessseeees 1,306 1,424 1,398 1,233 
B Current Payments 
1 Merchandise imports (adjusted)... cssescseseseeeenes 1, 068* 941 984 971 
4 Tray CLC XD CN GIUTES Vesa sse cacuree cc maen ge soeecouewc aeaytavepene 102 134 88 73 
5 Interest and dividends .....sscsssssssesseesseesecesneecneeesesneeee WW 85 156 123, 
6 Piretenit) and: Shipping ccn:2..ccacscice tees apesnttnot ves cenruanaste 93 99 JA 77 
7 Inheritances and emigrants’ funds .........:ccescseeseeees 23 25 25 22 
9 Offietal COMET DULONS <0. s.u.ccccscoa rests wentstterre tees ze 2 3 5 
11 All other current PayMeNnt....c.cccccssscesssssesesese senses ceeees 119 118 128 133 
12 Total Current Payment ..........:ccccseccsssseceseceeeeeeee 1,501 1,404 1,478 1,407 
Balance on Merchandise Trade «.....:.cscesssesecseese recess: - 75 t.04O) & gs = 
Balance on Other Transactions, excluding B 9 .... as - 39 - 155 ~- 165 - 120° 
Official Coamtribwtlons.: ceca eee saceeeeete cn eee at act - 2 - z - 3 = 5 - 4 
C Current Account Balance ........:.c:scccsssce cesses cesccssseeceeecees - 195 nee 48) - 8&0 - 174 - 174 
D Capital Account 
Direct Investment 
1 Direct investment in Canada .......csssssessescssecseesens + £96 £e 77 +9127 + 87 +111 
2 Direct investment: abroad «..Acccscccsecirtssetecesirriees - 18 - 30 - 22 ams & - & 
Canadian Securities 
3 Trade in outstanding ISSUCS. ©. ss: -.cocenoate.cooscese + 28 aes + 4g a + 
4 ING WSSU Ss 1ces ois de eatin cco nea creamestantbjp'ginnew'oereapnbeant ~ 93 +. 36 = nee + 109 + 29 
5 Re etirenienals taceiicsca tattooed vo beseaninsssc sonst erences - 76 = AT ou 57. in GS - & 
Foreign Securities 
6 Trade in outstanding issues ...............scsscsseeseseee + 9 = T a 5 + 22 ~~ 
7 IEW AG SUC Sian corr recatacyeceaeete eeudestoue ds cassvett osheseecavesonced = 26 fs 3 as p) “se 5 ~-~ 
8 RROLITGMONtS i cccace se caretnes stage ca ce scious coesessetecessenecerl = 4 + 2 fe 3 3 
Loans by Government of Canada 
10 Repayment of post-war loans ........essceseeseseseee + 1 + 3 + 26 a + 10 
11 Repayment Of War LOANS ......:c25ccscacesosososoce seessesseeee + g + 7, + g + 7 + @ 
14 Change in Canadian dollar holdings of foreigners #913 + 10 + 228 + 30 ms 39 
16 Change in official holdings of gold and foreign 
exchange (increase, MINUS).......sccccseesees cesses cssese = 137 258 ey + 71 - 56 
17 Othericapital movementSs. <a... ..us ee + 92 = 35 ping 7 | Tn + 122 
E Net Capital MOVGme Nb 6s seit ssc siotesnecashes 'Gsacennwchccde ceadnese + 195 ste + 80 + 198 +17, 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial items as settlers’ effects 4 
B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthermore, payments for defence purc 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistic: 


A 11) This item includes government transactions (except merchandise trade 
B 11) insurance transactions, and business eervicses e and interest), persona] remittances, miscellaneous incon 


ANCE OF INTERNATIONAL PAYMENTS 


a for 1955 are subject to revision. 


ie 22575 1 OS 5.6 Annual Totals Four Quarters 
at Ty I ih tei Toss mnGyInn? oss MN 50 race 
(millions of dollars) 
A 
m2? 1,140 1,055 1,262 1,248 43162 35929 - °4,332 4,705 1 
| 37 40 a7 40 38 LA 155 155 155 3 
182 54 27 64 188 302 305 328 333 4 
28 73 31 39 24 165 147 160 167 5 
101 107 98 114, ee 318 313 385 4,30 6 
| 24 21 17 28 27 91 89 86 93 7 
106 104 96 106 107 319 298 393 413 11 
605 1,539 153620 -*1,653' 15743 55491 55236 5,839 6,2% 12 
B 
1163 «1,258 Boehiy ale ogl 1,347 L210 3,916 Ay 54,0 8 1 
156 96 89 7132-173 ruth 2 oa, Pog we, 4 
Le 135 103 117 116 404 423 LL 491 5 
‘lio 115 100 134 129 374 356 4,08 478 6 
3 aM e ze 29 91 % 101 103 7 
Z, 25 12: Ae 28 9 
| 136 136 11 134 147 465 479 552 558 11 
(694 1,794 1,703. 2,093 1,945 5,934 5,668 6,531 7,535 12 
| 
S6 - 118 enI1B6 Maer 279M © 0999 - 58 fel 8205 - 682 
m5 - 130 Bal gs 2215200 99 S960 st Ts ts G0 - 529 
ee ee. wie MPO: HE, b My SOG Me BS eee 8 07) evos 
Bo = 255 ~ 342 -440 = 202 - 443 - 432 - 692 -1,239 Cc 
D 
=) 60+ (2112 * 3100 +150 +* 215 + 426 + 392 + 410 + 176 . 
=. “38 7 5 eal 20 63 i a Ay, 2 te a 
mi s+ ..28 e007 oe + 69 Ey | + 63 a aly + 223 3 
Bower 12 OO wht Feri hn 200 + 335 + 331 + 166 + 490 4 
sr =. 19 - 69 26 238 2 = 146 203 e167 = 138 5 
ere SIGs ATT 9 + 22 te 17 16 1 6 
Elim: 22 ciel eS ya ees ie BS tae GO aa 92 fl 
Wa a = = = oe ee lua mits 7 - i 
Bete 27 4 yern3 - eeaOU wanctanele”s |)" 39 + 40 . 
7 + ¢ foe e “Ss fe #7 + 50 + 30 + 30 + 30 11 
6+ era ie 10 Camas it SH Uia ine ueiag9 a0 223 i4 
a + (36 Pe. BO a 5 96 (5 cna eer + 30 se 
+ «90 950 #209... 135 185 sie + 197 + 24) 17 
mo * 255 + 342 +440 + 202 +443 +432 + 692 +1,239 - 
ITES: 


A minus sign indicates an outflow of capital from Canada. 


\,2 Exclusive of undistributed profits. 

This itemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions. 


~] 


'x Raised significantly by procedural change (see text, Vol. 2, No. 2.) 


Direct investment in Canada 
Direct investment abroad 
Canadian securities 
Trade in outstanding stocks 
Trade in outstanding bonds 
New issues 
Retirements 
Foreign securities 


Official loan repayments 


Canadian dollar holdings of 
foreigners 


Official holdings of gold and 
foreign exchange (increase, -) 


Other capital movements 


Net capital movement financing 
current account 


Summary of Capital Movements, 1955 and 1956 
(millions of dollars) 
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IV 
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First nine 
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» QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
FOURTH QUARTER 1956, AND 


PRELIMINARY ESTIMATES CALENDAR YEAR 1956 


Canada's international accounts in 1956 showed, in even more pronounced form, a pattern which has 
rome such a prominent feature of the last half dozen years, Current expenditures abroad on gcods and 
cvices again rose more rapidly than did receipts to give rise to a current account deficit which doubled 
(1956 to $1,398 million from $692 million in 1955. The deficit from merchandise trade rose by three and a 
Lf times to $734 million while the deficit from other current transactions increased by more than one- 
lrd to $664 million. This increased imbalance has chiefly taken the form of an increased deficit with the 
ted States which widened to $1,659 million while the surplus with overseas contracted further to $261 
llion. The accompanying inflows of long-term capital financing the deficit were three times as high as in 
» previous year, and included substantial inflows from overseas as well as from the United States. 


In absolute terms both the deficit and the long-term capital inflow are much higher than ever 
‘ore. In relative terms too, the degree of imbalance has been most exceptional. The current deficit at 
re 22 per cent of current receipts bears some comparison with the corresponding ratios of 19 per cent and 
‘per cent respectively in 1929 and 1930, and has only been greatly exceeded this century in relative 

ms by the deficits prevailing during the peak years of development which occurred before the First Great 
. In that early period foreign capital is believed to have contributed the major share of financing 
festment in Canada, In contrast in the more recent period, domestic sources of savings have been the 

or overall source, although non-resident capital has been a large and growing source of financing in 

ty spheres of development. This has particularly been the case in resource development and other 
en, expansion, and in turn has greatly increased the non-resident ownership and control of Canadian 


ustry. And in 1956 even as an overall source, non-resident capital contributed approximately one-third 
jthe financing of net investment in Canada. 


The high rate of economic growth in Canada and the more intense pace of economic activity in 1956 
fe contributed to the exceptionally large current deficits and capital inflows, The extraordinary in- 
lases in Canadian expenditures abroad resulted from the increased demand and supply pressures which had 
certed themselves in the economy in 1955. A conspicuous feature of this growth has been the development 
{basic resource industries, and this in turn has led to the expansion of both secondary and tertiary forms 
icapital investment. Canadian outlays on building and engineering construction and producers' equipment 
‘e up 24 per cent in 1956. During the period of development in particular, imports are swollen by the 

vy demands for industrial and construction machinery and equipment and materials, although the investment 
‘primary industry is increasing export capacity. The accompanying high levels of economic activity in 
jada in turn have contributed to heavy imports of industrial materials and consumers! goods. The current 
fount deficits are a measure of the net contribution of non-reSident goods and services to the supply of 
1 resources available to Canadians and the capital inflows are the means by which these purchases are 
anced. In some cases the capital inflows have provided the initial stimulus to investment, as many of 

» investments, particularly in primary industry, have been financed by non-resident capital. Imports of 
Ih goods and services and capital have been much more flexible and have therefore risen proportionately 

h more than either domestic production, exports, or domestic savings. 


As the Canadian economy continued to grow and prosper in 1956, so to a very large extent did the 
tof the world. High levels of investment and consumption in the United States, Europe, Japan, Latin 
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America, encouraged larger Canadian exports. The wheat shortages in Eastern and Western Europe served t 
> , : 
supplement the demand for other Canadian goods and services. 


Long-term capital inflows tripled in 1956 


Capital movements and financial markets were affected by the special strains to which the 

Canadian economy was subjected, with an unprecedented volume of capital investment to be financed in a 
period of generally high economic activity. As noted the physical aspect of these pressures was felt in 
the substantial deficits incurred on current account as the Canadian economy supplemented its own output 
with large net draughts on goods and services of other countries. Strong pressure was also exerted on 
Canada's capital market, and there were sharp increases in interest rates. Higher interest rates were, 
of course, also characteristic of foreign capital markets but the differential between rates in Canada al 
in the United States widened. This development contributed to a very large volume of financing abroad by 
provincial governments, municipalities, and corporations, These inflows were superimposed on the persist 
inflows in recent years for direct investment in foreign-controlled enterprises in Canada and for portfoli 
investment in Canadian equities, both of which reached new heights in 1956, For the year as a whole the 
inflow for direct investment is placed at $525 million. Transactions in Canadian securities led to a 
further inflow of $749 million, which included $269 million of equities.. These two groups of transactions 
added $1,274 million to Canadian external liabilities in long-term forms. On the long-term asset side 

there were outflows of $100 million for direct investment abroad, but inflows of $14 million and $69 mill: 
respectively occurred from transactions in foreign securities and repayments on loans made by Canada, 
Transactions in all the particular long-term forms described above thus led to a net capital import of 

$1,257 million which was in striking contrast to the $362 million recorded in 1955, There were outflows | 
$24 million and $33 million covering reductions of foreign-owned Canadian dollar holdings and increases i 
official holdings of gold and foreign exchange, All other capital movements, some of which were long-ter 
in form, led to a net capital inflow of $198 million, bringing the total net capital movement to $1,398 
million. 


Capital in the long-term forms identified in the preceding paragraph was sufficient to finance 9% 
per cent of the current account deficit in 1956, In 1955 it covered only 52 per cent. In each earlier © 
post-war year of current account deficits, capital imported in long-term forms exceeded the deficit to be 
financed, Thus in 1955 and 1956 the great demands of the booming Canadian economy were satisfied in part 
by drawing goods and services from abroad which represented the real transfer and use of long-term financ 
obtained in earlier periods, A review of the quarterly statistics reveals that by mid-year this phase 
temporarily at least, to a close. The growing internal problem of financing capital expenditure in Can 
led to increasing resort by Canadian borrowers to foreign'capital markets, and at the same time there wer 
increased transfers from overseas countries on which international developments undoubtedly had some in- 
fluence, From the middle of the year the capital imported in long-term forms was more than adequate to 
cover the physical drawings from abroad. The latter however, tend to be normally most heavily concentrated 
in the first half of the year. 


These developments were accompanied by the marked shift in the exchange rate. The price of the 
United States dollar in Canada fell from 99 29/32 cents at the end of 1955 to 95 31/32 cents at the end of 
1956. It moved through a high of 99,97 cents in February and a postwar record low of 95.66 cents in 
November, a trading range of 4,31 cents which was wider than for any year since 1952. In general, persisten 
strengthening of the Canadian dollar on the international exchange market was characteristic of 1956. e 
Canadian dollar had weakened through 1955 and the annual noon averages fof the two years were not greatly 
different, 98.63 cents in 1955 compared with 98.41 in 1956. 


The United States continued to be the major source of long-term external capital for Canada in 
1956. Indeed the net movements in long-term forms identified earlier in this report were about two-third 
from the United States in 1956 in contrast to somewhat less than one-half in 1955 when there was a signif 
volume of repatriation of Canadian funded debt from that country. Although overshadowed by the size of 
tremendous inflows from the United States the movements from overseas also rose sharply, in the case of the 
United Kingdom to about twice their-level in 1955, and in the case of other overseas countries to about twe 
and one-half times the 1955 figure. While overseas countries have not, as a general rule, been an important 
source of debt capital for Canada for many years past, their demand for Canadian portfolio equities together 
with some major direct investments in Canada and the placement of some new Canadian issues in European 
markets, brought the total inflow in long-term forms to well over $400 million for the year. This is more 
than double the figure for 1955 and is far in excess of any year since the commencement of regular official 
balance of payments statistics in 1926, 


Fourth quarter deficit 


: The $375 million deficit in the fourth quarter, $157 million more than in the third quarter, 
$120 million more than in the fourth quarter of 1955, brought the annual deficit to a total of $1,398 
million, The pressure of demand for merchandise imports continued in the fourth quarter; exports increas 
to a smaller extent, and the deficit on merchandise trade was $165 million. The non-merchandise defici 
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e to a new peak in the fourth quarter, as a result of a 
‘rease in payments over the same quarter of 1955, 

some receipts declined, largely on account of the a 
gdom on account of the 1946 loan. 


ce 1950. In addition, as the high level of activity was 
ments in the fourth quarter continued above the same quar 
_ other miscellaneous items. 


maintained right up to the end of the year, net 
ter last year for travel, freight and shipping, 


Inflows of capital for long-term investment, containing some unusually large transactions, con- 


ued at a high level in the fourth quarter. These were about the same magnitude as the current deficit 
there was not the substantial net outflow on short-term account that characterized the previous quarter. 
noted above the Canadian dollar displayed its greatest strength in this period. 


rp expansion in import balance 


Merchandise trade transactions (adjusted for balance of payments purposes) showed substantial 
reases in 1956 as both imports and exports reached new peaks, and the value of total trade rose to 

1.4 billion. Imports increased by $1,028 million and exports by $502 million, increasing the deficit 
merchandise trade from $208 million to $734 million. This deficit represents just under 40 per cent of 
| value of exports, a record level for this comparison, 


Most of these increases were in the physical volume of trade, 
lort and import prices were some 3 per cent above the 1955 levels, 
nanged. Over the year, from January to December 1956 
ight ly. 


| 
i 


i The flexibility shown by Canada's imports in the past few years has been one of the outstanding 
‘tures of the Canadian balance of payments, The value of imports in 1956 rose 23 per cent following a 

3 of 16 per cent in 1955. The 1956 level is 32 per cent higher than the previous peak which occurred in 
13. Even greater flexibility has occurred in certain important areas of imports of which good examples 

) provided by industrial machinery and equipment, and industrial and construction materials like primary 
| semi-finished steel. The increase in 1956 in imports of non-agricultural machinery was not far short 
one-half while a broad group of imports of primary and semi-finished steel was almost double, Although 
) instances cited were among the more extreme, increases were general throughout the import items. In 

7 a few cases were there declines in imports and these were usually due to special circumstances such as 
feed imports of military and commercial aircraft or declines in prices of some agricultural imports. 


For the year as a whole, both 
leaving the terms of trade relatively 
» export prices were rising and import prices falling 


As already noted there are close links between this pattern of imports and the strength and nature 
jlemands in the Canadian economy in 1956. The unprecedented levels of investment and large scale 

jtruction in Canada have been a particularly influential factor in giving rise to the large scale imports 
aachinery and equipment and materials used in connection with investment activities. At the same time the 
ompanying high levels of production and incomes have created a need for the record volume of imports of 
istrial materials which has resulted, and likewise imports of consumer goods have also been at unusually 

i levels because of rising incomes. 

| 

As imports from the United States continued to amount to almost three-quarters of the total, the 
yest part of the increase during the year was from that country which showed an increase close to the 

: of increase of imports from all countries. Imports from the United Kingdom also rose at about that 

\ but imports from Latin America increased at a slower rate, while imports from Europe and some other 

lign countries were up about one-half, 

| While the strong growth in the value of Canadian exports continued in 1956 there were different 
irlying elements in the increase. About two-fifths of the rise in the year sprang from the revival in 

et and other grain sales. Consequently although the overall rise of about 12 per cent was more than in 
‘previous year, the rate of increase of some 8 per cent in the trade in other commodities was less than 

: of 14 per cent in the previous year, A large and rising part of this increase was again in commodities 
rgoing rapid development in production like iron ore, petroleum, and uranium. Most of the remaining 
ease was in the value of some of the non-ferrous metals and price increases played a large part in this. 
ic rises in value were scattered and included pulp and paper and some secondary products like aircraft, 
fenger cars, non-farm machinery, alcoholic beverages, and also steel, Prominent among decreases in 

frts were lumber and shingles, farm machinery, and fertilizers, 


A little more than one-half of the rise in exports during the year was in shipments to the United 
ies which once more represented around 60 per cent of the total. The increase in exports to the United 

€s8 was almost all in exports of industrial materials with only a very small part being from exports of 
‘cultural products in contrast to overseas countries where most of the larger shipments of commodities 

Ibe traced to larger sales of wheat. Most of the rise in commodities undergoing rapid development referred 


to above went to the United States, and most of the more established exports to that country showed furt 
although more moderate, increases. On the other hand declines or a softening appeared in some exports t 
the United States, examples of which are provided by construction materials such as certain kinds of lun 
and shingles and some types of agricultural implements and fertilizers. 


The rate of increase in exports overseas was greater than to the United States because of the 
sharply increased sales of wheat. Besides increases in exports of wheat to the United Kingdom and some 
other countries of Western Europe, there were large sales to the USSR and other countries of Eastern Eur 
The rise in the exports of grains made up some three-quarters of the whole increase in exports overseas, 
The remaining increase in exports of other commodities overseas of some 5 per cent was chiefly in the no 
ferrous metals group and in a few other commodities. Exports of forest products to the United Kingdom « 
elsewhere overseas were lower, mainly due to the drop in sales of lumber. 


Only a small part of the rise in exports overseas was to the United Kingdom, and there was litt 
change in the total to the rest of the Sterling Area. The chief increase in the movement overseas was — 
Europe with the most notable gains to Eastern Europe and to Western Germany. Another large rise occurre 
in exports to Japan with a further more moderate rise to Latin America, 


Deficit from transactions in services and other non-merchandise items 
UDYSs Bp Merah So eee Sloe Ey Ce Se NC ee Od EARN ee ed ee ee 


Between 1955 and 1956, the overall balance of payments deficit increased by $706 million; of 
$180 million relates to larger net payments for "invisible" items. As non-merchandise receipts increased 
by some 4 per cent, and payments by 12 per cent, the deficit rose by more than one-third to $664 million, 
All of the non-merchandise items with the exception of inheritances and migrants' transfers, showed eith 
larger deficits or smaller surpluses in 1956. 


The deficit from interest and dividend transactions rose from $317 million in 1955 to $389 mill; 
in 1956. Payments of these types of income to non-residents increased by over 10 per cent. Larger 
remittances of dividends and profits to the United States by public companies, branches and many subsidis 
accounted for almost all of the increase in total income payments during 1956. Earnings seem to have be 
adequate to permit substantial remittances at the same time as investment requirements were high, and mor 
rather tight. Significant parts of the increased remittances were earnings on recent investments. Intel 
payments remained relatively unchanged for the year, but the extraordinary growth of new issues of funded 
debt sold to non-residents points to a substantial increase in these payments during the coming year. 


Changes in Principal Elements of the Current Account with all Countries, 1956 
(millions of dollars) 


1955 1956 ee 
Bee a in_19) 
Commodity trade 

Exports adjusted 4,332 4, 834 + 
Imports adjusted 4,540 5,568 - 
Balance - 208 - 734 = 
Gold production available for export + 103)5) + 150 - 
Travel expenditures - 121 = 162 = 
Interest and dividends ae - 389 = 
Freight and shipping - 23 - 50 = 
Inheritances and migrants! funds = 15 - 9 Mi 
Official contributions - 24 - 29 = 
All other current transactions - 139 - 17 > 


Current account balance 692 1,398 
= > 


eee 


Income receipts showed a decline in 1956. A major factor in this decline was the drop in interest 
ipts from the United Kingdom discussed earlier. Interest receipts by the Government on account of 

jcial reserves were somewhat higher. For the most part dividend receipts showed little overall change 
pite of continuing high levels of activity outside Canada, chiefly because of some reduced remittances 

| foreign subsidiaries of Canadian companies. 


The deficit on freight and shipping account more than doubled in 1956 to $50 million. This is a 

| moderate rise than in the commodity balance and resulted chiefly from a relatively substantial increase 
arnings from inland freight on exports, particularly on such bulk commodities as iron ore, petroleum, and 
jas which offset some of the increased payments. Receipts on shipping account also rose with larger 

dian earnings on time charters dnd on traffic between foreign countries. The increased deficit however, 
from a larger absolute rise in total payments for inland freight and shipping services on imports. The 
ease in deficit with all countries was about the same as the growth in the deficit on this account with 
Jnited States. The surplus with overseas countries remained about the same in both years. 


oth cases Canadian expenditures on travel abroad rose more rapidly than outlays in Canada by non-resident 
2llers. Although the latter at $335 million were higher than ever before the increase was slight 
ared with the increase in Canadian expenditures abroad to a total of $497 million, Canadian expenditures 


cavel in the United States rose by some 8 per cent while expenditures on travel overseas rose by about 23 
rent. 


Payment for other miscellaneous "invisible" items rose by $54 million, and receipts rose by $18 
ton during 1956. The small increase in receipts relates to a wide variety of items, largely with the 
sd States. Payments rose in 1956 for business and engineering services purchased from abroad as a part 
ne general growth pattern. In addition there were larger expenditures in connection with Canada's 
j.tments for NATO forces in Europe, and for personal remittances abroad. 


Gold available for export declined by $5 million in 1956. Official contributions increased by $5 
-on in 1956; the major part of this covers Canada's contribution to the Colombo Plan, 


The one account which showed an improvement on balance was inheritances and migrants' funds. 
irily as a result of a substantial increase in immigration to Canada from 110,000 in 1955 to some 

100 in 1956, receipts of migrants' funds rose. Most of this increase relates to the United Kingdom and 
‘nental European countries. Emigration from Canada to the United States continued to rise during 1956, 
‘here was a falling off of emigration to the United Kingdom; total transfers abroad rose moderately. 


Summary of Current Transactions with the 
United States, United Kingdom, and Other Countries, 1955 and 1956 


(millions of dollars) 


All Countries United States United Kingdon - Other Countries 
1955 1956 1955 1956 1955 1956 1955 1956 

dar Year 

orts (adjusted) 4,332 4, 834 2,598 2,850 7)? 817 962 1,167 
lorts (adjusted) 4,540 5,568 3,280 4,025 405 491 855 O57 
ice on trade - 208 - 734 - 6 82 tL eS + 367 + 326 + 107 + 15 
er current receipts TES 0)7/ 1,574 1,098 P35 208 197 201 242 
er current payments 199i 2230 1,457 1,619 234 272 300 347 
lance on "invisibles" - 484 - 664 - 359 - 48 - 2% - 75 - 99 - 105 
rent account balance =e55 092 = L396 - 1,041 - 1,659 + 341 + 251 + 8 “ 10 
h Quarter 

lorts (adjusted) 1,140 1,274 701 758 189 219 250 297 
lorts (adjusted) T2568 1,439 898 1,039 108 121 252, 279 
ance on trade - 118 - 165 - 197 - 281 + 81 + 98 = 2 + 18 
ance on "invisibles" - 137 - 210 - 123 - 184 + 10 mie LZ. - 24 = 14 


cent account balance - 255 - 375 - 320 = 465 + 91 + 86 - 26 + 4 


Transactions by areas 


The increased deficit in 1956 was substantially the result of swings in opposite directions in t 
balances with the United States and the United Kingdom, as the deficit with the former increased sharply a1 
the surplus with the latter declined. The overall balance with other groups of overseas countries remaine 
small and relatively unchanged in total although there was a decline in the 1955 surplus position of the 
other Sterling Area and OEEC countries, partly offset by a decline in the deficit with the remaining count: 
The general effect therefore, was to widen sharply to a new peak of $1,659 million the imbalance with the 
United States, and to reduce the current surplus with overseas countries to $261 million. This current 
surplus with overseas was the smallest since 1950, and a large contributor to the surplus which remained ij 
1956 with these countries was the unusually heavy sale of wheat in the past year, 


The other unusual feature about the pattern of transactions by areas in 1956 was the unprecedent 
large volume of inflows of capital from overseas countries for long term investment in Canada. These inf] 
were about double the amount in the previous year which up to then had been much the highest of any post-w 
year. Being well over $400 million these capital inflows from overseas served to finance about one-quartey 
of the current deficit with the United States. And together with the current surplus with overseas countri 
over 40 per cent of that deficit was financed from overseas sources. Long term types of inflow from the 
United States although they were almost five times the previous year only financed about one-half of Canad: 
current deficit with that country. Short term inflows from the United States also contributed a minor par 


of the financing. 


The main impact of the strong pressures of demand and supply in Canada in 1956 was reflected in { 
greatly enlarged deficit with the United States. Of the total increase in deficit of $706 million, $618 © 
million was with the United States, - some $493 million in merchandise trade and $125 million in "invisibl 
items. The resulting current deficit of $1,659 million was almost half as high again as the previous peak 
deficit with that country of $1,134 million in 1947. Almost three-quarters of the overall billion dollar 
increase in merchandise imports was from the United States, and for a large part in investment goods. ne 
growth in the trade deficit with the United States from $445 million in 1954 to $682 million the following 
year, to $1,175 million in 1956 has been related almost entirely to increased expenditures for imports. 
From 1954 to 1955, Canadian imports from the United States increased by $480 million, and from 1955 to 195¢ 
the increase was $745 million. On the other hand, and in spite of a considerable growth in some Canadian 
exports to the United States in which capacity has been rising such as petroleum, newsprint, and non-ferrot 
metals, exports rose from 1954 to 1955 by $243 million, and from 1955 to 1956 by only $252 million. Anoth 
important factor in the increased deficit with the United States in 1956 has been the growth in the defici 
in "invisibles", High levels of production, investment, and income in Canada have resulted in increased n 
payments abroad for the whole range of non-merchandise items including travel, income, freight and shipping 
charges, engineering, and other business services. 


Transactions with the United Kingdom in 1956 resulted in a fall in the 1955 surplus from $341 
million to $251 million. This was the combined result of relatively larger imports and increased "invisibl 
payments. The United Kingdom increased her imports from Canada for grain and non-ferrous metals, but cut 
imports of lumber. Canadian imports from the United Kingdom showed substantial increases for construction 
and electrical equipment and machinery. The deficit in "invisibles" rose from $26 million in 1955 to $75 
million in 1956, Receipts for non-merchandise items showed a variety of offsetting changes but remained 
relatively unchanged in total. An important point in this connection is the decline in income receipts fro 
the United Kingdom as mentioned above in the comment on the fourth quarter deficit. Payments to the United 
Kingdom for non-merchanise items rose by $38 million. The increases were spread over all the "invisible" 
items except inheritances and migrants' funds, which reflected a drop in emigration to the United Kingdom 
ln LUE Peay. 


The surplus with all other overseas countries was only $8 million in 1955 and increased to $10 
million in 1956, For the rest of the Sterling Area countries, a relatively small decline in exports and | 
in imports, and increased Colombo Plan contributions, resulted in a drop in the surplus from $60 to $39 million 
in 1956. Merchandise exports and imports with other OEEC countries both rose by some $100 million in 1956 
leaving the appreciable trade surplus which had been $152 million in 1955 substantially unchanged, But thi 
export balance was largely offset by larger net payments for "invisibles', (travel, income, freight and 
military expenditures) and there was a resulting decline in the current surplus from $30 million in 1955 t 
$16 million in 1956. Exports to other overseas countries increased by $121 million, primarily to Japan, 
Eastern Europe and Russia. A large part of this overall increase was in Canadian exports of wheat. Import 
from other overseas countries increased by $89 million, with significant increases from Latin America, Japan, — 
Arabia and the Netherlands Antilles. The surplus in "invisible" items rose from $5 million to $10 million 
as a result increased receipts from freight and shipping transactions and on income account, offset to 
some extent by larger expenditures of Canadians travelling abroad. 


New records set for direct investment and portfolio inflows 


The net movement of foreign capital to Canada for direct investment in foreign controlled enter- 
prises in 1956 is tentatively placed at $525 million. This figure is more than 25 per cent larger than 
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ource development and associated industries continued to attract the preponderant part of the total. The 


Mining fell sharply with the 
Inflows into manufacturing showed a sharp increase 

w 1955, much of it related to basic resource and export industries and to the provision of industrial and 
struction materials, There were also significant direct investment inflows to holding and real estate 
anies. 


Preliminary estimates of the net movement of capital from Canada for direct investment abroad 
cate a net outflow of $100 million in 1956. This figure, which represents a new record, is about half 
large again as the amount for 1955. More than half this amount was to the United States. There were a 
per of major transactions during the year involving the acquisition by Canadian interests of control 

¢ existing enterprises abroad, the largest such transactions being in the merchandising field. Canadians 
disposed of major interests in other ventures in which Canadian capital had long been dominant, Out- 
vs to overseas countries were particularly large and were mainly in the field of mining. 


It was in movements of portfolio security capital that the impact of heavy financing demands 

sared most dramatically, During 1956 Canada imported some $763 million, net, of capital through 
‘rmnational security transactions. This tremendous figure compares with a capital export of $50 million 
-955 and is considerably more than twice as large as the previous record net inflow established in the 
»ptional circumstances of 1950. Transactions in portfolio securities were a dominating feature of the 
‘rmnational capital account in 1956, as the balance from these transactions exceeded for the first time 

te 1950 the net inflow for direct investment in foreign controlled enterprises. The net capital import 

nh all portfolio security transactions included $208 million from trade in outstanding Canadian issues, 
$681 million from the sale to non-residents of new Canadian issues, offset to the extent of $140 million 


‘etirements of foreign-held Canadian securitiés. A net inflow of $14 million occurred, on balance, from 
asactions in foreign securities. 


if 


A striking development in 1956 was the increased flow of portfolio investment capital from overseas 
tries to Canada, While the inflows were intensified with the growing international tension in the latter 
of the year, the trend was unmistakable before the occurrence of political disturbances. The net 

ow in the first half of 1956 was $76 million, and in the second half it rose to $169 million. The net 
ment from overseas countries reached $245 million for the year as a whole compared with $33 million in 

/ and with the previous post-war record of $48 million in 1954. This change was influenced to a very 

Rted extent by the absence in 1956 of major financing in the Canadian market by non-residents, But for 


most part it reflected sharp growth in sales of outstanding Canadian securities both to the United 
\dom and to other overseas countries, 


| 
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Notwithstanding the sharp increase in the portfolio capital movement from overseas, the United 
-es was by far the most important source of external capital of this type. The net movement from that 
-try amounted to $518 million in 1956, in contrast to an outflow of $83 million recorded in 1955, The 


ier post-war record for the net capital movement from the United States for all security transactions 
$382 million in 1950, 


1 


Trade in outstanding Canadian issues in 1956 was dominated by the sale to non-residents of 

idian common and preference stocks. The net sales balance for the year totalled $196 million reflecting 
merease of nearly one-third over 1955, and setting a new record for the third successive year. The 

‘Ow rose from $29 million in the first quarter to new heights of $62 million and $77 million in the 

sad and third quarters respectively, but fell in the final quarter to $28 million. Compared to the 
ificant inflow for equity portfolio investment in Canada, the trade in outstanding Canadian bonds, 
atures and other securities led to a net inflow of only $12 million. There was a substantial inflow of 
million in the first quarter, which exceeded the net sales of Canadian stocks in that period; this total 
suded $31 million Government of Canada direct and guaranteed issues and $11 million corporate issues. 
in each of the later quarters there were outflows of capital from transactions in outstanding.Canadian 
8 as Canadians became net repurchasers of this group of securities; during the nine months the net 
triation through repurchases amounted to $34 million which included some $25 million of Government of 
da direct and guaranteed issues. 


i 
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Net sales of outstanding Canadian securities to the United States amounted to $42 million in 
-which included net sales of $76 million of Canadian common and preference stocks offset by net 
icchases of $34 million of Canadian bonds, debentures and other securities. These figures are in sharp 
‘ast to the results from security trading in 1955 when there was a net purchase balance or capital 
et of $62 million. In that year Canadians.sold to the residents of the United States $97 million on 
ice of outstanding Canadian common and preference stocks, but they repurchased $159 million of outstanding 
lian bonds, debentures and other securities, which included $82 million net repatriation of outstanding 
ment of Canada direct and guaranteed issues, and $61 million of provincial issues. It has been revealed 


during 1955 Government accounts were acquiring Government of Canada direct issues payable in United 
»s dollars, 


= ices: 


The group of eight special investinent funds established by United States interests under circum- 
stances described in previous reports continued to be an important influence in the Canadian stock market, 
Their holdings of Canadian securities, mainly common stocks, rose in market value during the year by some 
$85 million. A part of this sum represented capital appreciation of their portfolios and is not reflected 
in the net sales of Canadian securities to residents of the United States. Nevertheless incomplete data 
suggest that these investors probably accounted for about $70 million or more than 90 per cent of the net 
sales balance of $76 million from trade in ovtstanding Canadian common and preference stocks with the Unitec 
States. In 1955 the proportion was about 60 per cent. It is of particular interest to note that during 
the second half of 1956 these funds appear to have added to their holdings of Canadian stocks at a time 
when other United States investors as a group were reducing their portfolios. 


Trade in outstanding Canadian issues with the United Kingdom and with other overseas countries 
also led to impressive capital inflows in 1956. For the fourth successive year since 1937, Canada had a 
sales balance from security trading with the United Kingdom. The capital import of $83 million represented 
a sharp increase over the total of $26 million recorded in 1955, and was actually larger than the total for 
the three years from 1953 to 1955. Particularly noteworthy in 1956 were the sales of Canadian common and 
preference stocks to residents of the United Kingdom, which amounted to $72 million. The balance of the 
net movement represented sales of $11 million of Canadian bonds, debentures and other securities. In the 
light of the very large movements, it is worth recalling that security sales to residents of the United 
Kingdom do not necessarily reflect current outflows of capital from that country. For example, it is 
possible that some transactions represent the switching by United Kingdom investors between their holdings 
of United States (and other dollar) securities and of Canadian securities. Moreover, some sales attributed | 
in this report to the United Kingdom may be to nominees for non-residents of that country. 


Transactions in outstanding Canadian securities with other countries led to a net capital inflow 
of $83 million. This total compared with $19 million in 1955 and was practically double the previous recor¢ 
set in 1954. The net sales included $48 million of Canadian common and preference stocks compared with $23} 
million in 1955, while there were net sales of $35 million of other securities, mainly Government of Canada 
and corporate bonds, in contrast to net purchases of $4 million in 1955. 


Summary of Capital Movements, 1953 to 1956 
(millions of dollars) 


Change 
1953 1954 L955 1956 1956 from) 

1955 

Direct investment in Canada + 426 + 376 + 410 + 525 + 115 
Direct investment abroad S68 - 74 Pr, A100 - 33m 

Canadian securities 

Trade in outstanding stocks + 21 + 121 + 148 + 196 + 48 — 
Trade in outstanding bonds - 52 - 66 - 165 + 12 + 177 : 

New issues + 335 + 326 + 166 + 681 + 515 
Retirements - 146 - 202 - 184 - 140 + 44 ae| 
Foreign securities - - 24 = 15 + 14 + 29 : 
Official loan repayments + 87 + 72 + 69 + 69 -@) 
Canadian dollar holdings of | 
foreigners - 18 + 22 + 89 - 24 - 11398) 
| 
Official holdings of gold and | 
foreign exchange (increase, -) + 38 - 124 + 44 - 33 = | 


Other canital movements - 185 + 4 + 197 + 198 + i | 


Net capital movement financing 
current account deficit + 443 + 431 + 692 + 1,398 + 706 
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The proceeds of new issues of Canadian securities sold abroad set a new record of $681 million in 
956. Over the last half of the year new issues were sold to non-residents at an annual rate of $800 
million. The total for the year compared with $166 million in 1955 and with the previous record of $411 
‘million established in 1951 which was also a period of strong demand in the Canadian capital market. 
‘provincial governments, municipalities and corporations were all substantial borrowers abroad during the 
year. Residents of the United States bought nearly 90 per cent of the new issues sold to non-residents 
compared with somewhat more than 75 per cent of the smaller total in 1955, But at the same time there was 
a significant increase in the amount of new issues sold to European investors. Nearly 90 per cent of the 
new bonds and debentures sold to non-residents were payable solely or optionally in foreign currencies, 
Retirements of foreign-held Canadian securities amounted during 1956 to $140 million. This repatriation 
was lower than for any other post-war year except 1948 and 1952. A very substantial part of foreign-owned 
holdings retired during 1956, more than 95 per cent, was held by residents of the United States, Between 
80 and 85 per cent of the bonds and debentures retired were payable optionally or solely in foreign 
currencies. 


Transactions in outstanding foreign securities led to a net capital inflow of $28 million during 
1956 compared with $16 million in 1955. During the first quarter of 1956 there was an outflow of $16 
million, when trading was dominated by a substantial participation by Canadian investors in a public re- 
distribution of stock of an automobile company previously owned by a United States foundation. In the 
subsequent quarters of 1956 Canadians were net sellers of $44 million foreign securities. The net 
movement for the year as a whole reflected on balance the sale by Canadians of foreign stocks, mainly of 
United States corporations. During the year Canadians purchased $14 million of new issues of foreign 
securities. Retirements of Canadian-held foreign debt were negligible. 


Additional details of portfolio security transactions between Canada and other countries and the 
‘influences affecting them will be found in the Dominion Bureau of Statistics report, "Sales and Purchases 
of Securities between Canada and Other Countries, December 1956, and Review of Security Trading During 
1956". 


Various other capital movements mixed but predominately inward 


Repayments of principal on the war and post-war loans made by Canada to overseas governments 
amounted to $69 million in 1956. This capital inflow was the same amount as in 1955. The Government of 
the United Kingdom repaid $45 million and there were also receipts from Belgium, Czechoslovakia, France, 
the Netherlands, Norway and the USSR. The payment by the USSR was the final instalment due from that 
country. At the end of 1956 the outstanding balances on Canada's war and post-war loans of $2,450 million 
amounted to $1,531 million. There was in addition a further $34 million owing to Canada on intergovernmental 
loans extended following World War I and on account of military relief settlements arising out of World War II. 


An outflow of capital from Canada occurred in 1956 from a reduction of $24 million in the holdings 
of Canadian dollars by non-residents. This outflow was in contrast to an inflow of $89 million in 1955. 
Holdings by United States fell by $49 million; in part this reflected the use by investment funds of cash 
held at the beginning of the year. Holdings by residents of the United Kingdom and other overseas countries 
rose by $25 million; these holdings included $22 million set aside by the Government of the United Kingdom 
to cover interest on the 1946 loan from Canada until a decision has been reached as to whether or not there 
will be a waiver of interest. 


In the course of the operations of the Exchange Fund Account and the other exchange transactions 
of the Government during the year, the authorities increased official holdings of gold and foreign exchange. 
The net capital outflow amounted to $33 million. There was a net inflow of $1 million from reduced holdings 
of sterling, and an outflow of $34 million in connection with Canada's official holdings of gold and United 
States dollars. These rose, in terms of United States dollars, from $1,901 million at the end of 1955 to 
$1,936 million at the end of 1956. A month-end low point of $1,865 million was recorded in April, and the 
year-end figure was the highest month-end recorded. 


Other capital movements were again an important element in balancing Canada's international 
accounts in 1956. The net inflow for the year was nearly $200 million, about the same amount as in L955) 
Details for 1956 are not yet available but there seems little doubt that in contrast to 1955 when about 
two-thirds of the net inflow reflected a drawing down of Canadian-owned bank balances and other short-term 
funds held abroad, in 1956 Canadians added very substantially to their holdings outside Canada. [In part 
these increases represent the proceeds of new issues sold abroad which had not been transferred to Canada 
at the year-end. Other outflows included reductions in the short-term Canadian dollar holdings of the 
International Bank for Reconstruction and Development and of the International Monetary Fund, and the 

‘payment of Canada's subscription of $3.6 million to the International Finance Corporation. These trans- 
actions with international organizations led to an outflow of $20 million. It has been revealed by the 
International Monetary Fund that during the third quarter of the year Egypt purchased nearly $15 million 
Canadian dollars from the Fund. This is the first occasion upon which the International Monetary Fund 
has sold Canadian dollars. 


—1One 


Against the outflows referred to in the preceding paragraph, there were large inflows in other 
forms. Borrowings by finance companies were substantial, and there were also significant capital transfers 
by financial institutions. And it seems clear in addition that a very large increase must have occurred in 
Canada's net liability on account of international receivables and payables, although at the moment only 
fragmentary evidence of these movements is available. An increased external liability on commercial 
account is consistent with the high level of trade to be financed and indeed to be expected in the conditio 
of financial pressure existing in Canada in 1956. A similar substantial capital import in this form occurr 
in 1950 and 1951 when the credit stringency which was an aftermath of the action in Korea added to the shor, 
term inflows associated with exchange rate considerations. There was a reflux of this capital in 1952 and 
E953 


Increase in Canada's Indebtedness to Other Countries 


One leading consequence of the unprecedentedly heavy inflows of capital in recent years has been 
the increase in the total amount of foreign capital invested in Canada and the net indebtedness to other 
countries. These are now much higher than ever before. At the end of 1955 the total of non-resident 
long-term investments in Canada was $13.5 billion. By the end of 1956 these had probably risen to more 
than $15 billion when account is taken of re-investments of earnings in 1956 as well as the increase from 
the record volume of capital inflows. Canada's net international indebtedness which had risen from $3.7 
billion at the end of 1949 to $7.8 billion in 1955 was at the end of 1956 well over $9 billion. 


The broad outlines of the recorded changes in foreign long-term investments in Canada and Canadia 
long-term investments abroad are presented in a table appearing at the end of this section, The recent 
rapid growth in the value of non-resident investments in Canada clearly stands out in the changes since | 
1949, The total amount of these investments has risen by 69% between 1949 and 1955. Most of this increase) 
has occurred in direct investments in concerns which are controlled by non-residents. The value of this | 
group of investments was more than double the value in 1949 in the case of investments controlled in each | 
of the United States and the United Kingdom. And in the case of the small group of direct investment 
controlled in other countries the rise was fourfold. In the same period the rise in non-resident holdings | 
of government and municipal bonds was relatively moderate while the increase in other portfolio investments. 
mainly in public securities of Canadian controlled companies, was more than one-third. | 

About four-fifths of the rise in non-resident investment between 1949 and 1955 was in investments. 
owned in the United States which had a value of $10,289 million by the end of 1955. At the same time | 
investments owned in the United Kingdom had risen to $2,347 million and investments owned in other countrie) 
to S83Z2emt Lidtion. 


While comparable figures for 1956 are not yet available it would appear that proportionally much 
more of the rise in that year was in portfolio holdings than in the earlier period, although direct in- 
vestments also continued to rise sharply. The rise in overseas investments in 1956 also accounted for 
relatively more of the total increase than in the longer period. 


ey hls 


Selected Statistics of Canada's International Investment Position, 1945 - 1955 
eve stiment Position, 1745 - 1955 
(Millions of dollars) 


1949 (1) 1952 


IGN LONG-TERM INVESTMENTS 
ANADA OWNED BY: 


ALL NON-RESIDENTS 


d _ Direct investments Ze 713 3,586 By Palkis! 6,003 6,797 Tif Aes, 
- Government and municipal bonds 1,662 755 2,028 2,087 2,056 1, 878 
Other portfolio investments 2,433 Zsa20 2,692 2,904 Syeyilfeys) 3,234 
_ Miscellaneous investments 284 302 447(2) 467 561 "641 
ia ’ TOTAL 7,092 7,963 10,385 11,461 25727 13,468 
| OF THE UNITED sTATES(3) 
Direct investments 2304 3,095 4,530 5,206 > Ol Op Le 
' Government and municipal bonds 1,450 iL Sys vee iyatsie {sy 1,870 Tys822 1,649 
Other portfolio investments 1, 106 PLO Lyoo3 de She hale 1,753 1,756 
_ Miscellaneous investments 130 170 249 (2) 257 302 367 
7 )~—S (CS TOTAL 4,990 5,906 7,997 8, 870 9,692 10,289 
"RESIDENTS OF THE UNITED KINGDOM(3) 
Direct investments 348 428 544 612 763 883 
Government and municipal bonds 157 Ne 136 150 144 141 
Other portfolio investments 1,160 Osu 1,092 36 ILS DS Y/ 1,166 
- Miscellaneous investments 85 67 114¢2) 116 137 17, 
TOTAL L750 Te TAly 1, 886 2,008 2213 2,347 
RESIDENTS OF ALL OTHER COUNTRIES 
Direct investments 61 63 144 185 219 315 
Government and municipal bonds 515) 50 57 67 90 88 
Other portfolio investments 167 162 217 2317, 213 Sil2 
Miscellaneous investments 69 65 g4(2) 94 22. 117 
TOTAL 352 340 502 583 704 832 


CANADIAN LONG-TERM INVESTMENTS ‘*) IN 
ALL FOREIGN COUNTRIES 


Direct investments 720 926 IP A7/ ab 1,485 1,628 IAA AS: 
Portfolio investments 621 638 830 (2) 869 926 989 
Government of Canada credits 707 2,000 1, 866 Luu L705 O35 
TOTAL 2,048 3,564 3,967 aeloe 4,259 4,400 
UNITED STATES 
Direct investments 455 12 968 Wa Vz7) 1,240 Leela 
Portfolio investments 409 443 536 (2) 564 579 624 
TOTAL 864 1,164 1,504 1,691 1,819 1,926 
UNITED KINGDOM 
Direct investments 54 59 81 104 119 57 
Portfolio investments 53 40 an 29 Sil. 47 
Government of Canada credits 561 1,434 W357 1,292 1,247 W202 
TOTAL 668 i533 1,469 ea25 1,397 1,406 
ALL OTHER COUNTRIES 
Direct investments Patt 146 222 254 269 317 
Portfolio investments 159 5S) 263 276 316 318 
Government of Canada credits 146 566 509 486 458 433 
TOTAL 516 867 994 1,016 1,043 1,068 


se ee ee 
NOTES: Data represent book values. As the fiscal year-ends of some corporations do not correspond with the 
calendar year, comparisons of year to year changes with balance of payments data should be made with 
caution. The estimates are also affected by reclassifications between direct and portfolio series 
and by accounting adjustments in the basic data. Figures for 1955 are subject to revision. 
(1) Prior to 1949 Newfoundland was classified as an "other country". 
(2) New series not strictly comparable with earlier years. 
(3) Including some investments held as nominees for other countries. 
(4) Excluding investments of insurance companies and banks, and subscriptions by the Government of 
Canada to the IMF and IBRD, but including the equity of non-residents in assets abroad of Canadian 
companies, 


QUARTERLY ESTIMATES OF THE CANADIAN | 


Note: Data for 1956are preliminary and _ 


1954 SN ts | 
be i Oo IV I ru III 
A Current Receipts 
1 Merchandise exports (AdjUSted).......cscersseseeerersesseees 1,002 1, 062 967 1,098 1,127 
3 Gold production available for ExPOrt .....seeerserees 39 38 39 39 by) 4 
4 Travel expenditures werwesders.e nvosssaistaceddareeessersesetones 172 50 26 66 182 
5 Interest and dividends’ ic:cccwessusvsscecosncsasrseeesonsscensvwanse 23 67 25 34 28 
6 Freight and shipping... Bi flsesch See Ter ater 83 82 82 95 10 
7 Inheritances and tiiierente ane rreeneeh 24 19 16 25 2k 
11 All other current receipts ....cccscesessscseceseseceseseeeseseces 81 80 78 105 106 
12 Total Current Receipts....ccccsscseseneecnen Ly Aah 1,398 igecss 1,462 1,605 
B Current Payments , 
1 Merchandise imports (Adjusted)... ssccscorsessecseseeessseses 941 984 971 1,148 1,163 
4 Travel: expenditure 8 ciceuosaesessecnssseoseasavedecorecstcnereodentig 134 88 78 119 156 
5 Interest and dividends: «.-.-cersssonsconeeaacscosssosoretencoesneteds 85 156 1221 108 93 
6 Freight and shipping... ie ee he eo 99 Ww 77 106 110 | 
7 Inheritances and smisrante! funda Wee ernie 25 25 22 24 25) | 
9 Offictialiccontribathoris otr-c-tssccseseresceeeerasssscaseves comveces 2 3 5 4 8 
11 All other current payMents........sssssscccscssessessssesececeees 118 128 133 127 136 
12 Total Current Payments ......c.cccccccccsscsesene by hOA 1,478 1,407 1,636 1,694 
Balance on Merchandise Trade «.........s0++ + ae at COL + 78 - 4 - 50 - 36 
Balance on Other Transactions, Ceeltding B 5 eee =- 39 = 155 - 165 = 120 - 45 
OfficialiContributionsiavcsutencueco cess = 2 - 3 - 5 - 4 - 8 
Cc Current Account Balance ous  % 20 - 8&0 - 174 - 17% - 89 
D Capital Account 
Direct Investment 
1 Direct investment in Canada ...eccccccccscscsssceseseessseees + OTT + 124 + 87 sa Wt + 101 
2 Direct investment abroad ...ccccscceccssescssene = 3O = 22 - 8 - 9 - 
Canadian Securities 
3 Trade in outstanding iSSUES 0... © L + 18 - 31 + Baad, - 2s 
4 Ne wiiseites...ceeeecsnacn aa aii icein. GF 56 + 25 + 109 + 29 + 16 
5 Retirements: cuccec. eran ea arian) ce FAD - 54 - 85 - 2 o- iz 
Foreign Securities 
6 Trade in outstanding iSSUES «0... @ LL em 5 + 22 - 8 + 2 
7 Newilscicskce etre. tah ee ee eS a 2 aw § oie Lie - & 
8 Biebirements scent wc cess eee a + 2 + 3 = + 
Loans by Government of Canada 
10 Repayment of post-war loans .......sesecscsseescseecceeees £73 + 26 - +, 30 + 
11 Repayment of war loans........css+ a toma | + 8 ce fd + & + 
14 Change in Canadian dollar awidities: . anes erent LO ties + 30 259 + 
16 Change in official holdings of gold and foreign 
exchange (increase. MINUS). ™ 38 = 45 eT L - 56 - 7 
17 Other capital movements wie. 2045... - 35 = 23 - 16 +7122 + @ 
E Net. Capital Moveme ttl sccciccs.cscrcsscsavsccvasssoemeae Eas 520 + 80 + 174 + 174 + @ 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial items as settlers’ effects and 
B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthermore, payments for defence purchases — 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistics. 


A 11) This item includes government transactions (except merchandise trade come 
Boviy iumupanos ateactons cas tasinens titer ids ) di and interest), personal remittances, miscellaneous in ' 


_ BALANCE OF INTERNATIONAL PAYMENTS 


data for 1955are subject to revision. 


1955 1956 Annual Totals 
Iv I 1B TIT IV 1953 1954 1955 1956 
(millions of dollars) 

1,140 esta. 262) 1,247 1,27, esl52 35,9209 2,352) peat ‘ 
40 37 40 38 35 Us 155 3 455 S50 : 
54 2% 6 #191 53 302305 (2s ; 
3 35 40 23 13 165 47 160 U1 : 
107 % 103 mum wm 318 313 385 439 : 
2 nr ne re 91 89 86 98 ; 
O4 95 107 106 103 319 298 393 411 a 

1,539 1,360 1,653 1,746 1,649 59491 55236 5839s 6, 408 12 

B 

1,258 1,241 1,541 1,347 1,439 49210 3,916 4,540 5,568 1 

173 102 365 389 L497 4 

155 4, 118 126 172 404, 423 L477 530 5 
115 99 132 128 130 374, 356 408 489 6 
27 23 28 29 27 91 94 101 107 7 
7 9 10 6 25 uu 29 9 
136 142 139 157 us 465 479 532 586 11 

1,794, 1,718 2,100 1,964 2,024 5,934 5,668 6,531 7,806 12 

- 118 =1907=1279 — 100 += 165 e550 09613.) -n8 2065 1 937 

- 130 - 159 -158 -14 - 2% - 360 - 434 -460 = 635 

= 7 —Onme IO =. 4. . | 6 Le ech east Bee 

- 255 - 358 - 447 - 218 - 375 ~443 -432 = 692 ~1,398 c 

D 
1 +105 +150 +120 +150 +426 +392 +410 + 525 1 
38 Pees@ R85 = 925, 2 20 oy 569 eB Wass 167, ae 2 

+ 28 + 75 + + 69 + 16 = 31 + 63 =| 17. + 206 3 

+ 2 +106 +173 + 202 + 200 + 335 +331 +166 + 681 4 
19 - 69 a6 et Oe a) S} =!156 203) —nl6l = ine 5 

+ 8 - 6 + 10 + 10 + % 25) ere 1-6 28 6 

= 22 ed ie uk 3 5 = Py esky eet 4 7 
s is os = 2 oo Ge oe 49 « 8 

= 27 = * 43 - + 2 + 37 + 42 + 39 «++ 39 10 

* 8 7 i 8 «+ 7 + 8 + 50 + 30 + 30 + 30 11 

- ~ 22 eee ee a 1 + 3, + 89 24 1% 

= 36 +529 = 30 = 5 Oe OT a 38 ered hh ee 33 16 

+ 90 *+1% +146 -~131 + 19 -185 - 2 +197 «+19 4 

+ 255 + 358 +447 +218 + 375 +443 2+ 4320+ 692_—s +1, 398 2 


NOTES: 
D A minus sign indicates an outflow of capita] from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 Thisitemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions, 
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QUARTERLY ESTIMATES OF 
THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


FIRST QUARTER, 1957 


A larger increase in payments to other countries for goods and services than in receipts, led to a 
widening of the current account deficit in the first quarter of 1957. This arose both with transactions in 
commodities and in services and other items. The resulting deficit of $409 million compares with $363 mil- 
lion in the first quarter 1956 and has been exceeded only by the deficit of $435 million in the second quarter 
of last year. While payments continued to rise more than receipts the rate of increase in both current re- 
ceipts and expenditures has been more moderate than in any quarter last year. And the rise in the deficit of 
some 13 per cent compares.with a doubling of the deficit in each of the first three quarters of 1956 over cor- 
responding quarters of 1955. In relative terms, the 1957 deficit established a new record in the post-war 
years in representing almost 29 per cent of total receipts as compared to ratios of less than 27 per cent in 
the first and second quarters of last year. 


The major factor contributing to the size of the deficit was once more the imbalance of merchandise 
trade which has been a prominent source since the final quarter of 1955. In absolute terms, the merchandise 
trade deficit this year, like the overall deficit, has been exceeded only by the imbalance in the second 
quarter of 1956. At the same time the imbalance in services and other current itews continued to be greater 
relatively, and the deficit from these transactions showed a growth that has been consistent for a period of 
years. 


The size of the current deficit served to indicate the continuation into the first three months of 
1957 of those forces which underlaid the growing deficits in 1955 and 1956. The high rate of expansion in 
Canada and the accompanying levels of economic activity maintained the pressure of demand for imported goods 
and services, and external resources, both physical and financial, have been drawn upon. Canadian need of 
industrial machinery, and building and engineering materials was still providing the backbone of the recent 
extra-ordinary import demand. A continuation of high levels of economic activity, so evident in 1956 in the 
United States and overseas, has maintained demands for many Canadian exports, and led to further growth in 
exports of some commodities in which Canadian capacity is rising. But besides the decline in wheat sales 
there is evidence of some softening of the demand for certain other Canadian exports in some markets. And a 
moderating in the rate of increase for some imports has occurred, although many imports remained at record 
levels as has been the case with total imports of goods and services. 


Continued rise in the merchandise deficit: 


The $224 million deficit on merchandise transactions in the first quarter of 1957 was some $33 mil- 
lion above the deficit in the same quarter of 1956. Imports (adjusted to balance of payments definitions) 
increased from $1,242 million to $1,327 million, almost 7 per cent, and exports (adjusted) increased from 
$1,051 million to $1,103 million, 5 per cent. With both export and import prices some 2 per cent above those 
current in the corresponding period of 1956, there was no significant change in the terms of trade, and in- 
creases in the volume of merchandise transactions were not much less than the comparable changes in values. 


Prepared in the Balance of Payments Section, International Trade Division. 
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Epmonp CiouteEr, C.M.G., O.A., D.S.P., Queen’s Printer and Controller of Stationery, Ottawa, 1957. 


The same general types of underlying demand appear to have been responsible for the continued ex- ‘ 
pansion of Canadian imports in the first quarter of 1957 as were unusually prominent in 1956. The substantial 
proportions of imports relating to the high level of investment activity in Canada have continued to be an 
outstanding feature. From details so far available it would seem that these proportions may have increased in 
1957 with almost all cf the increase over the corresponding quarter last year being in metal products, most — 
notable in machinery, electrical equipment, steel and pipes. In only a few cases were imports of major com- 
modities less than in the previous year, and some of these instances were due to unusual non-recurring con- 
ditions last year, Most of the increase in imports in the first quarter this year was from the United States 
and the United Kingdom. The United States continued to supply some three-quarters of the total, but the rate 
of increase in imports from the United Kingdom was sharper. The total imported from other overseas countries 
was about the same with offsetting trends in different commodities. 


While Canada's exports rose in total volume and value in the first quarter, this was not the result 
of as general an upward trend as has been typical of rises since 1954. The larger increases were concentrated 
in fewer commodities and in certain markets, and there were more instances of reductions or relative stability 
in value than in recent years. Commodities showing the most notable gains included petroleum, aluminum, ura- 
nium, steel, bariey, seeds and used ships. Declines were most evident in lumber and other construction mater- 
ials, wheat, copper and several other base metals and products, and some agricultural products, and in major 
exports of secondary industry like agricultural implements and aircraft, 


Variability in trends was characteristic of exports to the United States with the result that there 
was virtuai stability in the total value of shipments to that country. Growing exports to the United States 
of commodities like petroleum and other fuels, uranium and aluminum were partly offset by some contractions 
most notable of which were in lumber and other construction materials and in some manufactured goods. Ex- 
ports to the United Kingdom were down in total with the larger declines being in wheat, lumber and newsprint, 
but there were gains in certain other agricultura}) commodities and in some industrial materials to that coun- 
try. In contrast, exports to other areas overseas were at exceptionally high levels for the first quarter. 
There were marked gains to each of Europe, Latin America, and Asia, but Commonwealth countries were an ex- 
ception with declines to most areas. Forest products and metals were generally higher to overseas countries 
other than the United Kingdom. Clearances of wheat to the same group of countries were down. But there were 
rises in exports of barley and seeds to Western Europe, the area which continued to be a strong source of de- 
mands for industrial materials, Substantial sales of used ships to Latin America were a special contributor 
to the rise overseas, and more agricultural products and metals led to a large increase in exports to Japan. 


Deficit from transactions in services and other non-merchandise items 
ee ee SER CEN EC Comer OCue be Ron MeL CHanGES CH#ECCMS: 


While the deficit in non-merchandise transactions declined in the first quarter of 1957 from the 
peak reached in the final quarter of last year, it remained, nevertheless, well above the level of earlier 
quarters. The increase over the first quarter of 1956 was some $13 million. The outstanding net change in 
relation to the same quarter last year resulted from a decline in receipts and a rise in payments of invest- 
ment income. Several Canadian controlled companies in the United States and overseas remitted smaller amounts 
to Canada, At the same time, there was a substantial increase in income payments to non-residents, which may 
be attributed to some extent to higher dividend rates and increasing foreign ownership of Canadian securities. 
Largely as a result of increased shipping rates and a record volume of imports, there was a change from a small 
balance of net receipts on freight and shipping in the first quarter of 1956 to a larger balance of net pay- 
ments in 1957. In addition there was a small increase in the large deficit on travel account which normally 
occurs in the first quarter. The effect of these larger net payments was somewhat offset by opposite move- 
ments in the rest of the "invisible" items. During the first three months of 1957, migration to Canada rose 
to some 62,500 from 19,000 in the same period last year. This influx resulted in extra-ordinary receipts of 
migrants’ funds. ‘There was a small increase in gold available for export, and a decline in official contri- 
butions, primarily expenditures in connection with the Colombo Plan program. Other miscellaneous items showed 


a smaller net deficit, mainly as a result of relatively lower government expenditures and fiscal year-end 
settlements abroad. 


Transactions by areas 


The most prominent feature of the geographical distribution of the large first quarter deficit was 
the continued growth of the deficit with the United States, and the decline in the surplus with overseas 
countries. At $475 million, the deficit with the United States was $61 million above the first quarter of 
1956. _This increase was more than accounted for by the rise in merchandise imports which were almost 8 per 
cent above last year. Both in total and for goods alone, the deficit with the United States has been exceeded 
only once in recent years. The overall balance on non-merchandise items remained relatively unchanged, 
with higher net payments of income and for shipping partially offset by small declines elsewhere. 


The first quarter surplus with the United Kingdom fell to $29 million, the smallest in several years. 


Af 


This resulted from rising imports, reduced exports, and an enlarged deficit on “invisibles". Imports rose 
with the need for equipment for the Canadian investment program and other demands continuing strong; at the 
same time there was some falling off in demand for Canadian grain, lumber, and newsprint in the United King- 
dom, although exports of some commodities to that market rose. The largest change in receipts and expendi- 
tures for invisible items was related to the inflow of migrants' funds mentioned above. The surplus with the 
rest of the sterling area remained relatively unchanged from the end of last year, but was down from the first 
quarter. 


For the first time in two years, the surplus with the OEEC countries rose to moderate proportions. 
As compared to the same quarter of 1956 the largest change was in exports which were up some $30 million, with 
rises generally distributed to a number of countries. The deficit with all other countries continued into 
1957, but at a lower level. Again the principal change was in exports to these countries, which have increased 
particularly to Japan and Latin America. In contrast imports from these groups of overseas countries and the 
balance on “invisibles" did not change much in total in the first quarter. 


Summary of Current Transactions with the 
United States, United Kingdom, and Other Countries 


First Quarter 1956 and 1957 
(millions of dollars) 


All Countries United States United Kingdom Other Countries 

1956 1957 1956 1957 1956 1957 1956 1957 
Exports (adjusted) 1,051 1,103 639 654 180 163 232 286 
Imports (adjusted) 1,242 1,327 932 1,002 97 111 213 214 
Balance on trade -191 -224 -293 -348 + 83 + 52 + 19 + 72 
Balance on “invisibles" -172 -185 -121 -127 - 15 - 23 - 36 - 35 
Current account balance -363 -409 -414 -475 + 68 + 29 - 17 + 37 


Capital movements 


Capital movements in long-term forms between Canada and other countries in the first quarter were 
almost double the size of these net inflows in the corresponding quarter of 1956. New issues of securities 
in particular were much greater than they were earlier. But comparing the first quarter of 1957 with the 
final quarter of 1956, the principal change has been a sharp reduction in net direct investment inflows to 
which further reference will be made below. Proceeds of transactions in Canadian portfolio securities were 
somewhat larger than in the earlier period, but there were significant outflows from transactions in foreign 
securities. Repayments of principal falling due on Canadian government loans to overseas governments were, 
as usual in the first quarter, much smaller than in the fourth quarter. All in all, net inflows in the fore- 
going forms fell to $319 million in the first quarter of 1957 compared with $427 million in the preceding 
quarter, in a period with an enlatged deficit from current account transactions. Major changes also took 
place in the other capital movements which served to finance the balance of the deficit in the first quarter 
and which will be discussed below. 


A sharp contraction occurred during the first quarter of 1957 in the rate of capital inflow for 
long-term direct investment in foreign-controlled enterprises in Canada. The net movement is tentatively 
placed at $100 million, which is the lowest level recorded since the first quarter of 1955. But, as much 
of this change may be attributed to several special transactions, the significance of the decline from a 
record level of $185 million in the fourth quarter of 1956 should not be over-emphasized. For example in 
the final quarter of 1956 there was an extraordinarily large receipt representing the subscription of a 
parent company to an offering of shares to existing shareholders of a Canadian petroleum company as well as 
the acquisition by United States interest of a controlling interest in a major Canadian food-processing 
company. On the other hand the net inward movement in the first quarter of 1957 was reduced by the purchase 
by a Canadian company of a significant minority interest in a manufacturer of electrical materials. These 


three transactions alone accounted for some $80 million of the difference between the two quarters. Although, 
of course, in absolute terms by far the largest part of the decline was attributable to the inflow of United 
States capital, a particularly sharp reduction appears to have occurred in the net movement from the United 


Kingdon. 


The net outflow of Canadian capital for direct investment abroad is tentatively placed at $20 mil- 
lion or somewhat more than in the final quarter of 1956. 


Transactions in Canadian portfolio securities led to a capital inflow of $246 million or an increase 
of $40 million over the preceding quarter. There was a substantially increased sales balance from trading in 
outstanding Canadian stocks, while net repurchases of outstanding bonds were reduced. United Kingdom investors 
accounted for $34 million out of $41 million net sales of outstanding securities. Most of the capital inflow 
took the form of new issues of Canadian securities sold to non-residents; the proceeds of these transactions 
amounted to $248 million. Included were $133 million of corporation bonds, $64 million of provincial direct 
and guaranteed issues, $34 million of municipals, and $17 million of stocks. Retirements of foreign-held 
Canadian securities totalled $43 million, of which $17 million represented Canadian bonds and debentures, and 
the balance Canadian stocks. 


Transactions in foreign portfolio securities resulted in a capital outflow of $14 million in contrast 
to the inflow of $17 million recorded in the final quarter of 1956. The largest pert of this change occurred 
as Canadian investors became net purchasers of $3 million of foreign stocks; in the preceding quarter there 
had been net sales of $25 million. 


Repayments on Canadian government loans to overseas countries were limited as usual during the first 
quarter to receipt of $7.5 million from the United Kingdom. ; 


Among capital movements of a generally more short-term nature was an outflow of $31 million reflect- 
ing reductions in holdings of Canadian dollars by non-residents. Holdings by United States residents remained 
practically unchanged, and the reduction was divided about equally between accounts of residents of the United 
Kingdom and of other overseas countries. A capital inflow of $13 million occurred from changes in official 
hoidings of gold and foreign exchange. Official holdings of gold and United States dollars, expressed in terms 
of United States funds, were reduced in the course of the operations of the Exchange Fund account, and the 
other exchange transactions of the Government from $1,936.2 million at the turn of the year, the record month- 
end holding, to $1,923.6 million at the end of March. 


All other capital movements appear to have resulted in a net capital inflow of $108 million during 
the quarter. As readers of these reports will know, this category of international capital movements embraces 
a wide and varied group of transactions, both inward and outward in direction. Among those recorded in the 
quarter currently under review were progress payments on industrial contracts, bank loans, changes in inter- 
company account balances, and in Canadian dollars held by the International Bank for Reconstruction and 
Development, borrowings and repayments by Canadian finance companies, transfers by insurance companies, a 
Canadian Government loan to the United Nations, outflows of capital arising from the disposal of Canada's 
wartime merchant fleet, and changes in private and banking holdings of foreign exchange. In this quarter 
the measured movements in these categories totalled several hundreds of millions of dollars, although their 
net balance was relatively small. There seems little doubt that the remainder of the other capital movements, 
which is not susceptible of direct quarterly measurement, covers significant changes in international accounts 
receivable and payable which are themselves greatly influenced by short-run changes in the trade balance. 


The Canadian dollar showed great strength on the international exchange markets during the first 
quarter. The noon average price of the United States dollar expressed in Canadian currency was 95.84 cents, 
compared with 96.62 cents in the preceding quarter, setting a new post-war low. The low quotation of 95.50 
reached in March was also a post-war record. There was remarkable stability in the exchange rate throughout 
the quarter, and the spread between the high and low quotations amounted to only 0.84 cents. 


It will be noted that revised figures for 1955 and 1956 have been incorporated in the statements 
and table in this report. Additional details will be made available in the forthcoming annual report "The 
Canadian Balance of International Payments, 1956, and International Investment Position". 


Summary of Capital Movements, by quarters, 1955 - 1957 
(millions of dollars) 


1955 1956 1957 


IV I II III Iv I 

Direct investment in Canada +113 +121 +169 +120 +185 +100 
Direct investment abroad - 39 - 66 - 5 - 24 - 15 - 20 
Canadian securities r) 

Trade in outstanding stocks + 10 + 31 + 57 + 78 + 29 + 43 

Trade in outstanding bonds + 15 + 46 - 14 - 8 - 12 =" 2 

New issues + 13 +111 +181 +178 +211 +248 

Retirements - 18 - 71 - 23 - 24 - 22 - 43 
Foreign securities - 11 - 17 + 5 + 7 +17 - 14 
Official loan repayments + 35 + 7 + 21 + 7 + 34 cay 
Canadian dollar holdings of 

foreigners +14 - 23 - 5 =- 3 + 5 - 31 
Official holdings of gold and 

foreign exchange (increase, -) + 36 + 29 - 30 = '§ - 27 +13 
Other capital movements + 97 +195 +79 -122 - 35 +108 


Net capital movement financing 
current account deficit +265 +363 #435 +204 +370 +409 


A Curent Receipts 

1 Merchandise exports (Bd justed)........-scerecreseeerercecseecoeroees 
3 Gold production available for CxPOrt .......:sererecesssereees 
4 Travel CxPeNdituress ........ceresesescscesnereserescseeeeseenceneeeeeee es 
5 Interest and GiVIGENAS .........cccscecccececccccccssrercceessescsescoes 
6 Freight and Shipping. ...........cssesscsseeereees 

4 Inheritances and insmigrants’ funds ...........sseesereeeeee 
1 


1 All other current receipts. ...........ssscccceserrercesesreesesscoees 
12 Total Current Receipts. .............0ccsscsccssssescececessseceseees 
B Curent Payments — 


1 Merchandise imports (Adjusted)..........ssercseecseecsrscserseseees 
4 Travel Expenditures ............sccccscesesrecessesserssesceces cece cree 
5 Interest and Gividends .........sssssesssrsssereseeessersnsneessenenen ses 
6 Freight and Shipping. ............ccscccscecescesceeecerees 

di Inheritances and emigrants’ funds .............0ccccceeseeereeee 
9 Official’ contributions cc-cecnses cee cerecss-ceteese ce orever aes ereceesece 
1 All other current DayMEeNts............00.csssccecccee snerescecceoees 


1 

12 Total Current Payment ................ccccsccscscrseeserssseesenen 
Balance on Merchandise Trade ............sscsssceseceseseeseece 
Balance on Other Transactions, excluding B 9 ........ 


Official: Contributions. ...ccss.c-cesecessecacevescatcetesesese seseesees 


C Current Account Balance ............scccscecssseese secccnesscee cesses sens 


D Capital Account 
Direct Investment 


1 Direct investment in Camada..............csesseececeseseecsooes 
2 Direct investment abroad ...............000sessceescess sosseese oes 
Canadian Securities 
3 Trade in outstanding issues ..............0000+ 
4, ING W ESSUCS..cccctecccctccscs coaccenesecetscosdesssioveceteseastescecteceees 
5 RRELIPEMeNCS ose seecacecsececvesteson coccocsecr erate cereseceroeesreters 
Foreign Securities 
6 Trade in outstanding issues ................scsssscsesceceesees 
7 New issues................+. 
8 Retire m Ents xs coset occcsescesersscvccconee 
Loans by Government of Canada 
10 Repayment of post-war lOANS. .............esesccssees coceeees 
11 Repayment: Of; war LOQnSiesccccssccccccstcccssscccseserenseatseres 
14 Change in Canadian dollar holdings of foreigners.. 


16 Change in official holdings of gold and foreign 
exchange (increase, MINUS)..........sccceceeeeececese eveyone 


17 Other capital MOVEMENUS <q. ..0..-.0.-c-cesecesscesorrerceeserse-se 


E Net Capital Movement..............csssssssecessees 


1954 
IV 
38 

50 
67 
82 

19 
80 
1,398 
984, 
$8 
156 
94 
25 

3 
128 
1,478 
+ 78 
- 155 
- 3 
- 80 
+ 124 
aptoe 
+ 18 
+ 25 
- 54 
- 5 
a2 
+ 2 
+ 26 
+ 8 
+ 28 
- 45 
= 23 
+ 80 
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QUARTERLY ESTIMATES OF THE CANADIAN © 


Note: Data for 1957 are preliminary and 


19-540 

a II its IV 
967 1,098 1,127 1,140 
Br 39 37 40 
26 66 182 54 
26 32 27 75 
82 100 108 108 
16 ra) 24 21 
ue 105 105 104 
1,233 1,465 1,610 1,542 
971 1,150 1,163 1,259 
78 119 156 96 
131 99 SL 162 
78 108 113 116 
21 23 30 31 

5 4 8 yf 

134 125 134 136 
1,418 1,628 1,695 1,807 
ny, Aeerad B52 - 36 -9g9 
-176 -107 - 41 - 139 
- 5 - 4 = "6 saa 
- 185 - 163 - 85 = 265 
£15285 +115: * 100 eee 
- ll - RR = 2 ee 
- 33 + 5. = @h. Stee 
+ 109 Ue + if + 43 
- 8& - 61 - 19 - 18 
+ Wy - 6 + 26. eee 
ee ee ee 
were: - + u 2 
‘a + 10 + 2 + 27 
SST. Bae at) tin OF + 8 
+ 30 + 39 + 6 + Uy 
+ 71 = 56 -— Fee 
isa * a cas Wk - 5 + oF 
+185. +163 + 65a 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments, 


Al) 


As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial items as settlers’ effects and 


B 1) _ items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furtherm 
. ’ ore, ments for defence purchases 
by governments have been substituted for the actual physical movements of the commodities as reported in Cugtoms trade statistics, | 


A 11) This item includes government transactions (except merchandise trade and interest), personal remittances, miscellaneous income, 


B 11) insurance transactions, and business services, 


. 
BALANCE OF INTERNATIONAL PAYMENTS 


data for 1956are subject to revision. 


1956 1957 Annual Totals x epee y 
i IT IIl IV I 1954 1955 1956 March 31, 1957 
(millions of dollars) 
A 
l, 051 1, 263 1; 246 1, 273 1; 103 3, 929 4» 332 4s 833 A; 885 1 
37 40 38 35 39 155 155 150 152 3 
26 65 191 54 30 305 328 336 340 4 
35 39 25 24 147 160 140 129 5 
102 115 117 116 104 BLS 398 450 452 6 
17 28 26 27 29 86 98 110 | 
91 112 108 119 98 298 391 430 437 11 
1,359 1,662 1,751 1,665 1,427 55236 5,850 6,437 6,505 12 
B 
1,242 1,541 1,350 1,434 1,327 35916 4,543 5,567 5,652 i 
553 103 9 389 504 4 
112 121 181 126 423 483 530 544 5 
99 134 131 134 109 356 415 498 508 6 
25 28 29 30 25 % 105 112 112 ‘1 
9 10 5 6 44 1l 30 28 9 
142 135 150 147 143 479 529 574 575 11 
1,722 2,097 1,955 2,035 1,336 5,668 6,548 7,809 7,923 12 
-191 - 278 -104 - 161 = 224 + 13 -211 = 734 - 767 
- 163 -147 = 95 = 203 - 178 - 434 - 463 - 608 = 423 
=o - 10 = § = 6 ry / - LL = 2% = 30 ae ee 
- 363 - 435 = 204 = 370 - 409 - 432 - 6% 1,372 1,418 c 
D 
+221 +169 +120 + 185 + 100 + 392 +417 + 595 + 574 1 
— - Se a) ae a 6 20 - 81 - 7% -.110 - 2 
“er 6UtlhUASlCU*hCUTOUC«*E:C*2 + Al + 63 - 27 + 207 + 171 3 
‘ail + i3sl +178 «#3++ 21 + 248 + 331 +4166 + 681 + $18 4 
Tl = 23 = 2% = 22 43 - 203 -18& - 140 - 12 5 
—lo006CU«*t#«Cd1Nsi—iis+é:«CO*ditCit:SsCi3 - ll CME Se eo ee 32 6 
“2. =~ +5 3 - 6 - 4&4 33 = 48 15 - 18 7 
a ! pe = + 1 -s 2 + 17 aa + 1 8 
- + 3 = + 26 - het F239.) Ons a 10 
“er 6 +lhUSSlC<C<C HC<‘iC‘( eC +e 7 es | i ,? a +30 il 
ses ol mCOS =: | i cena 31 + 3h ot so 26 34 14 
t+ 29 = 30 = 5 = 27 + 13 - 14 + 44 = 33 - 49 16 
+195 + 799 = 122 = 35 + 108 = 20 +204 ~ *°337 + 30 17 
+ 363 4+ 435 + 204 + 370 + 409 + 432 + 698 +1,372 +1,418 E 


NOTES: 
DA minus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D Beit short-term capital movements in the form of changes in international open account commercial indebtedness, 
i private oa ar chartered book holdings nt exchagige, and loans between private unrelated parties. It also includes the balancing item re- 


paronenting unrecorded capita] movements and errors and omissions. 
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SECOND QUARTER, 1957 Ny AW) 


The current deficit widened to a new record of $507 million in the second quarter bringing this 
nce for the half year to $914 million. These figures compare with $435 million and $798 million res- 
ely for the same two periods of 1956. The widened imbalance from the second quarter last year resulted 
educed receipts from merchandise exports and moderately higher payments for imports other than merchan- 
Alarger deficit on merchandise account provided only $22 million of the increase with the remaining 


llion originating in the larger deficit from other current transactions which made up some two-fifths 
total deficit. 


The drop in current receipts is in contrast to the succession of rises occurring for several 
but the decline of $40 million amounting to less than 3 per cent was relatively small, and is much 
han the drop of $95 million in wheat clearances in the quarter which were only about one-half the value 
ear earlier when they were at a most exceptionally high level. A slight rise in total current payments 
ed even with a small reduction in merchandise imports in the month of June. 


At 31 per cent of current receipts in the second quarter the deficit was larger in relative terms 
a any recent period, comparing with 28 per cent in the first quarter and less than 27 per cent in the 
nalf of last year. But this increase in the second quarter was partly due to reduced receipts as well 
the enlarged gap. The absence of a rise in both merchandise exports and imports is in contrast to the 
upward trends which had been evident until recently when the high rate of expansion in the economy 
leading element in the general background. The continued high degree of economic activity with in- 
and investment at exceptionally high levels, and the pressures of demands associated with these, were 
to contribute to large imbalance in the quarter. But some of the widened imbalance was due to the 
1. wheat sales, and to factors affecting non-merchandise items which were not so closely related to 
le pressures as the rising levels of merchandise trade in recent years. But merchandise imports were 
iigher in value than in any quarter other than the second quarter of last year. 


»derate rise in merchandise deficit 


Of the $72 million advance in the current account deficit from the second quarter of 1956 to 1957 
'2 million or less than one-third related to commodity trade, whereas from 1955 to 1956 the gain in 
‘chandise deficit accounted for over three-quarters of the gain in the total deficit. These figures 
‘€ &@ decline in the importance of the merchandise trade balance as a contributor to the rise in the 
. deficit, and some shift in emphasis from the pattern which pervaded 1955 and 1956, although the 
idise imbalance was higher than ever before and continued to constitute some three-fifths of the 
| deficit. Both exports and imports registered the smallest quarterly increases for several years in 
st quarter of 1957, and in the second quarter, the series declined by 4 and 2 per cent respectively. 
sult, the six-month increase was negligible for exports, and 2 per cent for imports. 


SS 
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The increase of $22 million in the merchandise trade deficit from the second quarter last year “= 
the result of a sharp decline in the surplus with overseas countries, offset to some extent by a drop in th 


deficit with the United States. This decline in the second quarter with the United States was primarily re- 


lated to a drop in imports from that country, and as it was not sufficient to offset the increased deficit 


in the first quarter, the deficit for the first six months with that country rose by $16 million. The | 
merchandise surplus with overseas countries for the first six months fell to $181 million under the influen 
of reduced sales of wheat. In the second quarter there was a decline of $60 million in this surplus. 


The gain in import prices in the second quarter was appreciably larger than the marginal gain in 


export prices as compared to last year, and the terms of trade showed some deterioration accordingly. . 


While total exports in the second quarter this year were $49 million lower than in the same perio 
last year, this decline was less than the drop in wheat clearances (used in this series) of some $95 millio 
Exports of all other commodities were about 4 per cent higher in total although trends in individual commo¢ 
ties became more mixed. The rise in the total of these other commodities was less than in the first quarte 
when it was almost 8 per cent higher than last year, a rate of increase which was also close to the rise in 
these commodities in the whole year 1956 over 1955. The decline in exports of wheat from the levels of ay 

| 
| 
| 


( 


second and third quarters of 1956 when they were at their greatest volume for several years has been partic 
larly sharp and contrasts with large gains in exports from some countries of wheat supply like the United 
States. The movement of wheat in the second quarter this year was down to about one-half of the peak level 


in the same quarter last year. 


In the six months of 1957 total exports were up only slightly, but this was chiefly due to the 
decline in wheat. In this period also a drop in wheat clearances of $115 million (used in this series) is. 
the largest single change as was the case in each quarter. Exports of all other commodities rose $117 
million, a gain of almost 6 per cent. A large part of these gains was concentrated in a small number of | 
commodities including, in the order of their size, petroleum, seeds, aluminum, uranium, used ships, and 
nickel. Exports of this group of commodities rose by $144 million, or by some 46 per cent. Another group. 
of commodities showing proportionally large increases included tobacco, rolling mill products, primary stec 
and non-farm machinery. There were other instances of important export staples which either rose more | 
moderately than the above or remained relatively unchanged. Among these were grains other than wheat, furs 
newsprint and other paper, pulp and pulp wood, iron ore, automobiles, lead and zinc, asbestos, abrasives, 
and chemicals generally. | 


Offsetting part of the increases from trade in the above commodities were declines in a relative 
small number of instances. The largest of these declines were in lumber, copper, and aircraft which togetl 
showed drops of some $58 million, or about 20 per cent of their total. But there were also declines in suc 
commodities as fish, meats, flour, farm machinery and precious metals. | 


The small increase in total exports for the half year was mainly due to a slight rise in exports) 
to the United States and relatively larger gains to OEEC and many other foreign countries which were more 
than enough to offset declines to the United Kingdom and the rest of the sterling area. In exports to the 
United States there were a variety of opposite trends. Increases in such exports as petroleum, and non- : 
ferrous metals including uranium, aluminum, and nickel, and in newsprint were greater than drops in lumber 
and other forest products and in the totals of agricultural and animal products. In exports to Europe and 
other foreign countries there were general increases in forest products, iron and products and non-ferrous 
metals which more than offset the substantial decline in exports of wheat which was most concentrated with 
these countries. With the United Kingdom the chief source of the decline was also in wheat with only 


moderate declines in other groups of commodities. | 
! 


Imports in the first half of 1957 were some 2 per cent higher than in the same period of the 
previous year. This increase, however, occurred in the first quarter. The total value of imports in the — 
second quarter was slightly lower than in the same period last year. Imports from each of the main source 
were also higher in the six months, but during the second quarter there were divergent trends in compariso 
to the same period last year. The decline in total imports which occurred in the second quarter was in 
imports from the United States which were some 4 per cent lower in value, but on the other hand imports we 
higher in the second quarter in the case of those originating in the rest of the Sterling Area, and OEEC 
countries. . 


Much of the same underlying commodity pattern continued to be shown during the half year as has 
been evident throughout the recent period of exceptionally high investment activity. This year, as during 
last year, the most marked gains in imports have been in groups of commodities comprising investment goods 
or materials used in producing durable goods. Examples of these are provided by machinery and equipment 4 
primary and secondary industry, electrical apparatus, and pipe and industrial materials such as steel roll 
mill products, Other industrial materials have also continued to be unusually high with a particularly 
notable increase in crude petroleum. While increases have been general in the period as a whole, there hé 
been some instances of declines. But some of these, as in the case of imports of automobiles, were due t¢ 
abnormal situations of supply last year which did not recur. 


- 3- 
ft Summary of Current Transactions with the 


United States, United Kingdom and Other Countries, 1956 and 1957 
(millions of dollars) 


All Countries United States United Kingdom Other Countries 

1956 1957 1956 1957 1956 1957 1956 1957 
Second quarter 
Merchandise exports (adjusted) 1,263 1,214 721 723 199 181 343 310 
Merchandise imports (adjusted) 1,541 Layee isTis ei 082 149 143 274 289 
Balance on merchandise trade -278 -300 -397 -359 + 50 + 38 + 69 + 21 
Balance on non-merchandise trade -157 -207 -130 -175 - 15 - 10 - 12 - 22 
Current account balance -435 -507 -527 =534 + 35 + 28 + 57 apni 
January to June 
Merchandise exports (adjusted) 2,314 2,316 17360 °7"1 377, 379 344 575 595 
Merchandise imports (adjusted) 25/83 2,841 2,050, 2,083 246 257 487 501 
Balance on merchandise trade -469 -525 -690 -706 +133 + 87 + 88 + 94 
Balance on non-merchandise trade -329 -389 =251 -297 - 30 - 35 - 48 - 57 
Current account balance -798 -914 -941 -1,003 +103 + 52 + 40 + 37 


Deficit from transactions in services and other non-merchandise items 


In the second quarter of 1957, the non-merchandise deficit played a more prominent part in the 
overall increase in the deficit than has been the case for several quarters past; of the total increase in 
the deficit of $72 million over the second quarter of 1956, some $50 million was related to "invisible" 
items. The deficit in non-commodity account rose to $207 million in the second quarter, a level exceeded 
only in the final quarter of 1956, and one which would probably establish a record if seasonal patterns were 
taken into account. For the first six months of 1957, the deficit was some $389 million as compared to $329 
million in the first half of last year. 


The largest advance occurred in income payments abroad as a result of remittances by the growing 
number of non-resident owned branches and subsidiaries, and of rising interest and dividend payments on the 
increased non-resident portfolio holdings of Canadian stocks and bonds. The other factor contributing to 
the deficit was a substantial increase in payments for freight and shipping services as a result of higher 
rates, and a larger volume of some imports. In addition these advances in net payments were reinforced by 
a relatively larger increase in expenditures by Canadians travelling abroad, and by a decline in gold 
production available for export. The latter was mainly due to temporary factors affecting refining. At the 
same time, there were a few minor gains. As a result of the greatly enlarged inflow of immigrants in 1957, 
immigrant receipts exceeded payments in the second quarter, and resulted in a surplus for the half year. 
Official contributions were lower in both the first and second quarters, primarily as a result of smaller 
shipments of goods arising from Canada's contribution to the Colombo Plan. Continued expansion of expendi- 
tures for a variety of miscellaneous services and for Nato military establishments abroad, resulted in a 
somewhat larger deficit in the second quarter; however, gains in receipts in both the first and second 
quarters, largely from United States defence expenditures in Canada, reduced the half year deficit in 1957 
for these miscellaneous items. 


Transactions by areas 


The record current account deficits in the second quarter of 1957, and in the first half year,were 
the result of still larger deficits with the United States, and sharp declines in the surplus position with 
other countries. Transactions with the United States continued to play a prominent role, as the deficit with 
that country rose to $534 million in the second quarter, bringing the deficit to over $1,000 million for the 
first six months which is the period in which normally a major part of the deficit occurs. This deficit 
incurred in the half year was larger than the annual deficits in eight out of eleven post-war years. The 
deficit with the United States for commodity trade actually declined in the second quarter as imports fell 
slightly. The increase in both imports and exports for the first six months was between 1 and 2 per cent. 

The growth in the deficit with the United States has been largely due to increased payments for non- 
merchandise items. The most important of these was the advance in income remittances arising out of increased 


Stipes 
non-resident participation in the financing of recent Canadian investment projects. In addition there wel 
increased expenditures by Canadians travelling in the United States, and for freight and shipping services, 


The surplus with overseas countries fell in the second quarter to $27 million. And as compared t 
the same quarter of 1956, there was a deterioration in the balance with each of the four designated areas, 


# 
The surplus with the United Kingdom narrowed in the second quarter, and the six month surplus of | 
$52 million was only half the surplus for the same period last year. The decline was almost entirely A 


accounted for by a drop in wheat exports to the United Kingdom. It was reinforced in the half year by a y, 
small increase in imports, and larger net payments for non-merchandise items. 

The surplus with overseas countries excluding the United Kingdom fell from $57 million in the a 
second quarter of 1956 to a deficit of $1 million in 1957. This reversal was also more than accounted for 
by the decline in wheat exports, for which there had been extraordinary demands in Europe in 1957. For the 
first six months as a whole the surplus was marginally lower than in 1956; increases in exports to overseas 
countries in the first quarter offset the declines in exports and a small rise in imports in the second 
quarter, so that there was a small increase in the surplus in commodity trade. The decline in the overall | 
surplus was related to increased net payments for non-merchandise items. A large part of this larger defic 
was related to increased payments for services including shipping, and increased expenditures on Canadian © 
military establishments in Europe in conjunction with the Nato. Lower shipments financed under the Colombo 
Plan mitigated somewhat the effects of the other increases in expenditure. 


| 
Capital movements } 


An outstanding feature of capital movements in the second quarter was the further sharp gain in 
the net inflow into Canada of capital in long-term forms, which at a new peak of $469 million compares with 
$326 million for the first quarter, and with the previous peak of $427 million in the fourth quarter of las 
year. The gain from the previous quarter occurred in most forms of inflow, whereas when compared with the 
earlier peak the new high level was entirely the result of larger inflows from security transactions. Thes 
latter enlarged inflows were influenced, of course, by prevailing pressures on capital markets and the 
tendency for more new issues to be sold abroad, This factor was combined with heavy overseas demands for 
Canadian stocks. And inflows for direct investment were substantially more than in the first quarter but 
still less than in the fourth quarter which had been unusually high because of several exceptional trans- 
actions, 

| 
| 


Long-term inflows in the second quarter of 1957 covered more than nine-tenths of the current 
deficit in the period. This is a larger percentage of the deficit than was covered in either the first 
quarter this year or in the first half of last year. But in the-second half of last year capital inflows 
considerably exceeded the deficits which normally are not as large as in the first half year because of 
seasonal factors. 


The main part of the inflow for long-term investment continued to be from the United States and 
was chiefly from the high level of Canadian borrowing from the sale of new issues in that country, and from 
the large sustained direct investment inflows from United States companies. Inflows from overseas countrie 
were again unusually heavy and in the half-year represented approximately one-quarter, or not far from $200 
million of the net inflow of capital in long-term forms, including loan repayments to the Canadian Governme 
In the whole year 1956, these inflows from overseas countries amounted to more than $425 million, far in 
excess of any earlier year in recent decades. The largest part of the inflows from overseas in 1957 origin 


in’ sales of outstanding Canadian securities, also representing about one-quarter of the net inflow from all 
security transactions. ; 


Associated with the exceptionally large capital inflows has been the unusual strength shown by th 
foreign exchange rate for the Canadian dollar. This stréngth was evident throughout the half year and the | 
average rate for the United States dollar in Canada in-the second quarter at 95.62 set a new post-war recor 
low comparing with the previous record in the first quarter of 95.84. 


The. unprecedented size of capital, inflows has, of course, led to a rapid increase in the accumula 
total of non-resident investments in Canada, and in the balance of Canadian indebtedness to other countries 
The balance of indebtedness to other countries which was estimated at $9.5 billion at the end of 1956 was 
well over $10 billion by the middle of 1957. A substantial increase also occurred in non-resident investme 
in Canada which at the end of 1956 had a value of $15.4 billion, or more than double the corresponding tota 
in 1948. Of this total in 1956 over $11.6 billion was owned in the United States, $2.7 billion in the Unit 
Kingdom, and $1.1 billion in other countries, chiefly Western Europe. 
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Net inflows for direct investment of approximately $150 million in the second quarter were sub- 
antially higher than in the preceding quarter when the net inflow was held down by non-recurring outflows. 
e volume of the inflow was considerably less than the total in the fourth quarter 1956 of $185 million 
en that record figure was due to some exceptional transactions. While a few large special transfers were 
rportant contributors to the total in the second quarter, there continued to be a large part of this 
wement which originated from a widely distributed group of concerns in Canada controlled abroad undergoing 
pansion in the natural resource field and in industry. Companies engaged in the exploration and develop- 
nt of petroleum continued to be the most prominent among these and as a group brought in about the same 
jtal amount as in the same quarter last year. 


Canadian direct investments abroad led to a net outflow estimated at $15 million in the second 
rarter chiefly for the expansion of activities by concerns already operating abroad. Some liquidations of 
ssets abroad led to capital inflows which tended to hold down the net outflow. 


Portfolio security transactions in both of the first two quarters of 1957 have been the leading 
yurce of capital inflow and have had the same general outlines in the two periods. The net capital inflow 
-om this group of transactions of $314 million was responsible for about half of the enlarged inflow of 
143 million of long-term capital in the second quarter, having risen by almost one-third from $239 million 
1 the first quarter. This net inflow from security transactions made up about two-thirds of the total net 
1flow of long-term capital in the period. 


In each quarter the sale of new issues of Canadian securities outside of Canada was the principal 
surce of inflow reaching a new record of $280 million in the second quarter compared with $260 million in the 
irst quarter, as various provincial and municipal governments and many corporations raised capital by this 
sans in a period of rising interest rates in Canada. At the same time outflows for retirements of Canadian 
scurities abroad have been comparatively moderate, and the trade in outstanding Canadian securities has led 
» inflows of capital. The latter have originated this year chiefly from the sustained demand in overseas 
suntries for outstanding stocks of Canadian companies. Net sales of all outstanding Canadian securities 
nounted to $36 million and $47 million respectively in the first and second quarters, and sales of out- 
tanding stocks were the principal element in this trade. In the first six months of 1957 net sales of 
rocks were $69 million to the United Kingdom and $23 million to other overseas countries. During the 
sriod the trade in outstanding Canadian bonds led to a small capital outflow as inflows from overseas were 
ore than offset by outflows to the United States from repatriations of bonds. 


There were also capital inflows from net sales of foreign securities of $15 million in the second 
uarter in contrast to a net outflow in the first quarter. The liquidation of holdings of United States 
tocks was the main source of the inflow. 


In the second quarter there were repayments of Government of Canada loans to overseas countries 
f close to $20 million from the United Kingdom, Belgium, Czechoslovakia, Netherlands, and Norway. 


Changes in balances and other short-term movements included an outflow of $25 million from a 
urther reduction in non-resident holdings of Canadian dollars and an outflow of $22 million representing 
he Canadian dollar equivalent of the rise in official holdings of gold and foreign exchange in the period. 
t the end of June the official reserves of gold and United States dollars had a total value of $1,941.8 
illion. All other capital movements, chiefly of a short-term character amounted on balance to a net inflow 
stimated at $85 million in the second quarter. Once again this item contained a great variety of trans- 
ctions in both inward and outward directions. In periods of heavy trade and financial pressures a 
rominent element has usually been the. changes in receivables and payables and other leads and lags arising 
rom differences between the times of settlements and movements of goods. But only some of these are 
ecorded quarterly. It is possible that total transactions of this type were again predominantly inward 
n the second quarter. Other inflows during the quarter which were recorded include borrowing by loan 
ompanies and transfers by financial institutions. Recorded outflows during the quarter include repayments 
f bank loans and some further accumulation of private balances in United States dollars by residents of 
anada, part of which arise from differences between the time of sale of new issues and the time of the 
onversion of proceeds to Canadian currency. 


QUARTERLY ESTIMATES OF THE CAN 


Note: Data for 1957 are preliminary an 


he ee a 3% 
E Ir III IV I 
| 
A Current Receipts | 
1 Merchandise exports (AdjUuSted)........cssecscecrerseeseees 967 1,098 1,127 1,140 1, 08 
3 Gold production available for Export ........ssseseeee 39 39 at 40 : 
4 Travel Expenditures ......odisaweesdedtnsoadlthoctecemceesteioes 26 66 182 54 ‘ 
5 Interest ard dividends. ...c-specaecseesseccccenscefreonenctorassioek 26 32 ped | 75 E 
6 Frelent and SHDN g -sncecdeace: cscaencneorecectees-osetssueasseere 82 100 108 108 x 
1 Inheritances and immigrants’ fUNdS .......seeeeee 16 25 2h, 21 | 
11 All other current receipts ......csecccssesseecesseeceescesesseeses vad 105 105 104 ¢ 
12 Total Current Receipts. ...........--scccscercessrescrenseerseees cis 233 1,465 1, 610 1, 542 1,35) 
| 
B Current Payments | 
1 Merchandise imports (AdjUSted)........c.sscessceceecesecaeees 971 1,150 1,163 1,259 152i 
4 PT pAVG bse X0 Oxi UTC Sivas xcs 6 godin commen setves vincent anata 78 119 156 96 4 
5 Interestiand ‘dividends: scidisecustissseceicasscemline aeons 131 99 91 162 1) 
6 Freight andishipping siteca... tears stent eae 78 108 113 116 ¢ 
7 Inheritances and emigrants’ funds ........ssscsceeceeeren 21 23 30 31 ‘ 
9 Offic tals cont DULOMS .ceaceeecceeccrsnsdncnatioene eects 5 4 8 7 | 
11 All other current payMents.........s0sccecsssceseeeceeesececeren 134 125 134 136 u 
12 Total Current Payments ......ccccccccsccee Ly 4 lS 1,628 1,695 1,807 1,% 
Balance on Merchandise Trade vss © 4 — 52 - 36 - 119 a 
Balance on Other Transactions, excluding BQ ..... = 176 - 107 - Al - 139 =e 
Official Contributions:..cs0csae es ee me - 4 - §& ee 07 - 
C Current Account Balance .....c..cscccccs secs = 185 - 163 - 85 - 265 a 3¢ 
D Capital Account 
Direct Investment | 
1 Direct investment in Canada... + 85 nag BE + 104 ane Be By | + 7! 
2 Direct investment abroad .........ssssecsesceece sees conereees - - lk - 2 - 39 =e | 
Canadian Securities | 
S Trade in outstanding ISSUES «.....0-ccssccsseesnue © 33 + 5 = 24 + 25 +i 
4 WewriSsuess o tacctrsct. rece cst enviar dese eee eee © Fee LOD 27 +75 17 + 43 + ny 
5 RGU MiCHts a cceieec tne eee eaten cece eee ee: - 8&6 =e OL a 19 <a - 7 
Foreign Securities | 
6 Trade in outstanding ISSUES. ..........csscesseorseas t LU - 6 + 6 + 11 - ] 
z| Del bottle eee ay eee ey ee ee eee ee a 5 rere hy = pA =) ee ~ & 
8 Retib@ments 22. tinte enc a -icsac. SeN e Bees - amen VA = 
Loans by Government of Canada 
10 Repayment of post-war lOADS ..............sssseseee seeeeee: = + 10 + 2 + 27 
11 Repayment. of war loans... ccccseseccascseroessessasssecerasss 7 + 8 + 7 + 8 + 
14 Change in Canadian dollar holdings of foreigners.. + 30 ¥ 1.39 % 6 + VU - 2 
16 | Change in official holdings of gold and foreign | 
exchange (increase, minus )..i2.e citer 8 OTE - 56 - 7 +36 +e 
17 Other capital movements ac. .cs.csscsevsctretseseelaceaen = hs gale BN - 5 swale +19 
E Net Capital Movement Socntecnonacmunacss. tires eae boo + 163 + 85 + 265 + 36 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


Al) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial items as settlers’ effects an 
B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 195i, furthermore, payments for defence purchase 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistics 


A 11) This item includes government transactions (except merchandise trade and interest), per 
B 11) insurance transactions, and business services, sat), personal To ee 
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ALANCE OF INTERNATIONAL PAYMENTS 


ita for 1956 are subject to revision. 


1956 1957 Anmial Totals Four Quarters 
II III IV I I | ear’ 
] I 1954 1955 1956 June 30, 1957 
(millions of dollars) 
Wes «1,246. . 1,273 Mice 1. 2b, 93,929 24,332- 4,533 i 
ee 33 35 eg ay A 55° Seq ss. 150 phi : 
Ss 19 5% eran: 305 328 336 349 ; 
ao 2, 37 47 «160140 127 3 
ms 17 16 rae 13 313. «398 «= 450 450 : 
28 26 27 24 37 89 86 98 1, : 
12 #108 ung 106 ©=:116 298 391 430 449 . 
1,662 1,751 1,665 1,429 1,622 59236 5,850 6,437 6,467 12 
Mel «1,350. 1,424 1,327 1 3,916 4,543 5,567 
133 169 +103 "100 ‘ips 20ie) a Lee ; 
116 121 181 126 47 423 483 530 575 : 
134 131 134 109 WA, 356 415 498 518 6 
28 29 30 25 28 Sy ose 112 112 7 
10 6 7 5 11 30 23 9 
135 150 147 u42 wus 479 529 57h, 587 11 
2,097 «1,955 2,035 1,836 2,129 5,668 6,548 7,809 7,955 12 
278 -=-10% - 161 - 225 ~— 300 + 13 -|-211 - 734 - 790 
U7 =- 9 = 203 =) Dil isa) 202 - 434 <- 463 —- 608 es bs 
eee i an ae - 2% - 30 - 23 
435 = 204 - 370 - 407 . 507 - 432 - 6% 1,372 -1,488 c 
D 
mp? + 120 + 185 + 100 + 150 ses Can ae al Hy eae te 2 + 555 1 
Te yA 15 abt 15 - 81 =- 7% - 110 aie #4 2 
m3 + 70 ++ 217 + 36 + 4 tin63 yw =ccel -+ 207 
me. 6 (178)~=«(+ 212 + 260 + sek PHIDIE + 166; F081 ' a ‘ 
mes - 2 = 22 Sy A ial). 203 184 - 140 - 117 5 
S19 * 23-0 - 1+ 6 Ut 7 Ut 5 Ot 7 cae ° 
5 3 - ie 6 4g a 8 a8 15 SiG 7 
a = oe Ge see se ae ie? W = + 3 8 
s iki ee 26 - + 2 ahs ea SOs ae 10 
mes + 7 + 8 he ae + 30 + 30 + 30 + 30 11 
5 Sop tee 5 rahe 2." 25 + 34 + 89 26 54 14 
moO - 5 = 27 PoISe 99 VD is his * pease ge - 4 16 
7? 0 l= 122 0C 85 + 99 + 85 a 28° “er 200 - 6°17 ey 17 
r435 + 204 + 370 +407 +507 + 432 + 69 41,372 +1,488 ‘ 


NOTES: 
D A minus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 Thisitemincludes mainly short-term capital movements in the form of ch 
private and chartered bank holdings of exchange, and loans between priv 
presenting unrecorded capital movements and errors and omissions. 


anges in international open account commercial indebtedness, 
ate unrelated parties. It also includes the balancing item re- 


Summary of Capital Movements, 1956 and 1957 


Direct investment in Canada 
Direct investment abroad 


Canadian securities 


Trade in outstanding stocks 
Trade in outstanding bonds 
New issues 
Retirements 


Foreign securities 
Official loan repayments 


Canadian dollar holdings of 
foreigners 


Official holdings of gold and 
foreign exchange (increase, -) 


Other capital movements 


Net capital movement financing 
current account 


1956 1957 1956 


oe Sie 


(millions of dollars) 


First Second 
1H GE IV I II half half 
+120 +185 +100 +150 +290 +305 
- 24 - 15 - 20 - 15 ae - 39 
+ 78 + 29 + 43 + 48 + 88 +107 
=o - 12 - 7 : ee + 32 - 20 
+178 +211 +260 +280 +292 +389 
- 24 = 422 - 43 - 28 - 94 - 46 
+ 7 + 17 - 14 +15 - 12 + 24 
+ 7 + 34 + 7 + 20 + 28 + 41 
- 3 + 5 - 31 Ey - 28 ey: 
- 5 - 27 + 13 - 22 - 1 - 32 
-122 - 35 + 99 + 85 +274 -157 
+204 +370 +407 +507 +798 +574 
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| The current deficit of $189 million from Canada's transactions in goods and services with other 
ntries in the third quarter of 1957 was again substantial for that period of the year, although slightly 
s than the deficit of $204 million in the corresponding quarter last year. The sources of the deficit 
ever, changed significantly, with less from commodity trade and more from services and other transactions 
n was the case last year. On commodity account the deficit of $46 million was less than one-half that in 
same period last year, but the imbalance arising from all other current transactions was substantially 
ger, and at $143 million contributed three-quarters of the current deficit, being several times the 

icit from these transactions in any year before 1956. 


While gross current receipts in the third quarter were larger than in any earlier quarter, gross 
rent expenditures abroad were higher than in the third quarter last year, being also at an unusual level, 
hough less than in some recent preceding quarters. The rise in current receipts occurred in merchandise 
orts as all other current receipts were less. In the case of current payments there were increases in 
e other current transactions but the value of merchandise imports was only slightly more. Some special 
tors contributed to this result, particularly in the case of receipts, and consequently the resulting 
icit also was affected by some non-recurring factors. The comparative stability however, contrasted 
tply with the rising trends last year associated with the high rate of general expansion characteristic 
the economy at that time. 


In the first three quarters the cumulative deficit of $1,117 million was larger than ever before 
a corresponding period, comparing with the previous record of $1,002 million in these three quarters of 
t year. The rise was all due to the growing deficit from service and other current transactions as the 
ance on commodity account was slightly less this year. 


From the end of 1955 and through 1956, the deficit on current account, and receipts and payments 
shown significant quarterly gains. By the beginning of 1957 some of the expansionary forces which had 
1 Operative in almost every sector of the Canadian economy were beginning to moderate, However, the 
i for equipment and materials to carry through investment projects continued to lend considerable strength 
che demand for imports,and was supported on the consumer goods side with high levels of income and em- 
ment. By the second and third quarters imports of commodities and many business services had levelled 
| at exceptionally high levels, while income remittances to non-residents and tourist expenditures by 
tdians continued to rise. High levels of economic activity, inflationary pressures, currency problems, 
good grain crops in other countries continued to contribute to rather mixed effects on Canadian trade, 
‘-icularly exports. 
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Decline in merchandise trade deficit in the third quarter offset increases in the first six months 


A leading change during the quarter was the rise in merchandise exports and this led to the shar; 
reduction in the import balance from that in the third quarter of last year. In the third quarter of 19 
Canadian exports rose by some 8 per cent over the second quarter, in contrast to a decline which has us 
occurred in this period in the past. The value this year was also above the corresponding period last yea 
by some 5 per cent. The rise over last year occurred in commodities other than wheat and included some ~ 
receipts from prepayments on defence account. Clearances of wheat were much less than last year but sh 
some gains over earlier quarters of this year. The increase in other commodities occurred in a number oO 
cases. Some of these rises were substantial, particularly in such commodities undergoing growth in Proms 
duction as uranium, iron ore and petroleum, but also occurred in other commodities like nickel, newsprint, 
cattle, primary and semi-finished steel, and chemicals. There were again substantial declines in exports 
of lumber, copper, and aircraft, and for the first time during the year, exports of aluminum declined sub- 
stantially as production was curtailed. a 


% 
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The increase in exports in the third quarter contributed to most of the rise in adjusted exports 
of almost 2 per cent in the nine months as shown in the balance of payments statement. In the longer peric 
the general pattern of trends in individual commodities was much the same as in the third quarter describec 
above, except that some prominent increases show up in the nine months for items like aluminum, old ships, 
and flax seed which either declined or showed only moderate increases in the third quarter, te 


The increase in the total exports in the nine months was about the same in amount as the rise to 
the United States. The increase to that country was mainly a reflection of the gains in the shipment of 
products of the growth industries and various other commodities referred to above for which demands were 
unusually strong, although significant declines also occurred in some commodities exported to that country, 
The small net decline in exports overseas reflects various offsetting movements. Exports to the United 
Kingdom were down mainly because of wheat. The reduced exports of wheat to all other countries was anothei 
major change but this was more than offset by higher sales of other commodities to this group of countries 
as a whole. Increases were widely distributed among industrial materials and also included some special 
items like old ships. Increases were prominent in exports to the OEEC, Latin America, and Japan, while th 
chief decline in the trade with other countries occurred in exports to Eastern Europe reflecting reduced 
sales of wheat. ‘ 4 


Merchandise imports continued at an unusually high level but. did not show the general tendency ti 
rise rapidly which was characteristic of the previous year. The composition of imports in the quarter 
compared with last year underwent some changes, although the total value was about the same. From availab 
data there appears to have been a general maintenance of large imports of non-agricultural machinery and 0 
many other manufactured products, although declines appeared in some like agricultural implements. Promin 
among commodities showing increases were steel pipes and sugar. 


In the first three quarters there was a small increase in value of between 1 and 2 per cent, wit 
most of it having occurred in the first quarter and only a slight amount in the third following some decli 
in the second quarter. In this nine month period there were significant increases in such items as non- 
agricultural machinery, primary and semi-finished steel, and crude petroleum. There was also at least the 
maintenance of high levels of many other manufactured goods, although appreciable declines occurred in some 
like automobiles and agricultural implements. 


Relative stability in the sources of Canadian imports also appears when comparison is made with 
last year. The small increase in total during the period was distributed among the leading countries of 
supply, although increases in imports from the United Kingdom and elsewhere overseas were relatively great 
than from the United States. . 


Export prices have softened slightly since the beginning of the year, and the third quarter of 
1957 was unchanged from the same quarter last year. Import prices on the other hand have risen some 3 per 
cent or more since last year, reversing the terms of trade. Taking into account these price movements, th 
deficit in volume terms would be somewhat less than the value data indicate. 


Deficit from transactions in services and other non-merchandise items 


The $143 million deficit on non-merchandise transactions in the third quarter was almost 50 per 
cent larger than that incurred in the same quarter last year, and arose out of a decline in receipts and 4 
rise in expenditures, And the imbalance from this group of transactions was again the leading source of t 
current deficit, as was the case before last year. In the nine month period, the deficit on "invisibles" 
also rose, from $429 million in 1956 to $546 million in 1957, as receipts declined by $8 million and expen 
tures rose by $109 million. 4 


Comparing third quarter results for 1956 and 1957, there was a net deterioration in each of the 
main components but one, As travel expenditures abroad rose more than tourist receipts, the surplus decli 
at the same time there was an extraordinary fall in gold available for export mainly due to temporary fact 
related to refining facilities. The rest of the non-merchandise items giving rise to deficits showed 
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civalent or larger deficits in the third quarter of 1957. Reflecting the growth in non-resident partici- 
sion in the ownership and control of Canadian assets, both interest and dividend payments to non-residents 
‘tinued to increase. Official contributions, primarily Canadian contributions to the Colombo Plan, also 
ce, Earnings on freight and shipping account had fallen off from last year's levels, and largely as a 
sult of a decline in estimated United States expenditures on defence installations in Canada, there was 
rincreased deficit in other miscellaneous transactions. 


The $117 million or 37 per cent increase in the deficit in the first nine months of 1957 was some- 
‘t less than the 43 per cent gain in the third quarter alone, While there was an absolute increase in 
eipts from non-resident travel in Canada, and for larger inflows of migrants’ funds, all other non- 
chandise receipts declined. On the payments side all expenditure items rose except for official contri- 
ions. As a result the net imbalance widened on travel, income, freight, and other miscellaneous trans- 
ions, and more than offset the decline in official contributions and the small surplus of immigrants’ 

ids and inheritances. 


‘asactions by areas 


{ The $15 million decline in the deficit in the third quarter of 1957 from a year earlier resulted 

‘n a $38 million drop in the deficit with the United States, which was partially offset by a $23 million 
line in the surplus with overseas countries. The decline in the imbalance with the United States was more 
1 accounted for by a $74 million fall in the deficit on commodity trade as exports rose moderately and 
arts fell slightly. Increases in a few exports, including some prepayments on defence account, were 

zely responsible for an overall gain in exports to the United States. The widening of the deficit for 
merchandise transactions with the United States reflected in part increased remittances of investment 

ome , the completion of a major portion of United States defence installations being built in Canada, and 
peer ary decline in gold available for export. 


The $23 million decline in the surplus with overseas countries as compared to the third quarter of 
1) reflected both a drop in the surplus on commodity trade and an increase in the deficit on non-merchandise 
Is. The most significant shifts (although small in absolute terms) in the major components of the accounts 
» with the United Kingdom; as commodity importsfrom that country rose somewhat, and exportsdeclined, the 
plus on merchandise trade fell by $14 million to $78 million. This move was reinforced by a larger non- 
| ae deficit, primarily from increased expenditures by Canadians travelling abroad. The shifts in the 


tion in 1957. This larger deficit in 1957 to date was the combined result of an increased deficit with 
(United States and a smaller surplus with other overseas countries. As in the third quarter of this year 
‘e was in the nine month comparison, a deterioration in the surplus position with the United Kingdom and 

: of the sterling area. This was due both to a decline in exports and an increase in imports. The surplus 
| the OEEC grew in 1957 as exports showed gains to most European countries. The deficit with all other 
utries declined as exports to Japan and some Latin American countries continued to rise. 


| For the nine month period, the current account deficit rose from $1,002 million in 1956 to 9 ag 


Summary of Current Transactions with the 
United States, United Kingdom and Other Countries, 1956 and 1957 


(millions of dollars) 


All Countries United States United Kingdom Other Countries 
| 1956 1957 1956 1957 1956 1957 1956 1957 
id Quarter 
thandise exports (adjusted) 1,246 1,308 732 794 220 Di? 294 302 
thandise imports (adjusted) T6350 1,354 936 924 128 134 286 296 
Ince on merchandise trade = “104s 46 Ee AOE ES 6 ASO) + 92 + 78 + 8 + 6 
Ince on non-merchandise trade 2 F106, 2245143 OSG 20S 42878 = 893 - 29 - 35 - 36 
‘ent account balance - 204 - 189 - 246 - 208 + 69 + 49 =f 27 - 30 
it nine months 
‘handise exports (adjusted) 3,560 3,624 2,092 Dy WAL 599 556 869 897 
‘aandise imports (adjusted) Ey 4,195 2,986 3,007 374 391 773 797 
lice on merchandise trade we OTL - 894 - 836 spe pa * 165 + 96 + 100 
° current receipts ih aay. 1,204 881 868 145 153 186 183 
current payments 1,641 1,750 7a 12 55 198 217 269 278 
ice on non-merchandise trade SO ee 546 at Sc OE esi Sess - 64 - 83 - 95 


nt account balance S100 2™ aL ih? oy = Len 23 ee Ee aoe sig allies + 5 
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Capital movements Es, 


The inflow of capital to Canada in long-term forms, although at a reduced rate in the third quart, 
was substantial both in absolute terms and in relation to the current account deficit, despite some evidenc; 
that the third quarter of 1957 was generally one of hesitation and reappraisal in financial circles. The — 
reduction was the result of a smaller capital inflow from the net sale of Canadian securities to non-reiil 
and after five quarters the inflow for direct investment in foreign-controlled enterprises in Canada re= 
appeared as the more important source of external capital. These inflows have demonstrated less volatility 
than portfolio investment where interest and exchange rates might be expected to be more influential. .. 


The net inflow of capital in the long-term forms shown separately in statements of the Canadian — 
balance of international payments fell in the third quarter of the year to $261 million. This represented 
a decline of $200 million over the preceding quarter. The decrease in the deficit on current account amoun! 
however, to well over $300 million, and there were net outflows of capital in other forms as there have bee} 
in each third quarter of the eight years covered by official quarterly estimates of the Canadian balance of 
international payments. Despite the reduction of the inflows in long-term forms to their lowest level sinc; 
the first quarter of 1956, it is of interest that before that time in the five years from 1950 to 1955 this 
level was exceeded only in the special circumstances of the third quarter of 1950. 


About three quarters of the inflows in long-term forms were, on balance, from the United States; 
this proportion applied to both the quarter and nine months, and compared with about two-thirds for the 
whole of 1956. Although the net movement from the United States was about 10 per cent smaller than in the 
corresponding quarter of last year, the nine-months comparison showed an increase of about one-third, or 
about $200 million. However, fourth quarter inflows in 1956 were exceptionally large and it seems improbab 
that the increase for 1957 as a whole will be as large as for the nine months. 


The net inflow of capital for direct investment in foreign-controlled enterprises in Canada conti 
unabated, and indeed established a new record for the third quarter of $135 million. The decline of $15 
million from the second quarter was partly accounted for by non-recurring inflows in that period directed ti 
the purchase of existing undertakings. The change did not, as a consequence, indicate a corresponding 
reduction in the inflows directed to new capital formation. Net inflows to mining operations were smaller 
than in the second quarter because the seasonal nature of some operations tends to concentrate repatriation 
of long-term capital in the third quarter. Net inflows to manufacturing were also reduced, mainly because 
of the non-recurring transactions already referred to. With these exceptions there was a tendency for the 
net capital inflow to rise, with modest increases recorded to the petroleum industry and other sectors. 
Petroleum and mining received about half the net movement, and manufacturing one-third. More than four- 
fifths of the net movement in the third quarter was of United States origin, and on balance the reduction 
from the second quarter was attributable to overseas investors. 


The net inflow for United States direct investment in Canada accounted for nearly 85 per cent of 
the total in the third quarter and about 80 per cent in the nine months of 1957. This compared with about 
two-thirds in the corresponding periods of 1956. Quantitatively United States direct investment inflows 
were larger in both the second and third quarters of 1957 than in 1956, and in the nine months were of the 
order of $300 million compared with $260 million. 


Canadian direct investment abroad is estimated to have led to a net capital outflow of $15 
million in the third quarter, equalling the outflow in the second quarter. 


Transactions in Canadian portfolio securities led to a capital inflow of $125 million in the thir 
quarter of the year, down sharply both from the peak of $291 million reached in the preceding quarter, and 
from the total of $249 million in the first quarter. About 60 per cent of the net inflow in the third 
quarter was from the United States and the balance was from overseas countries. In the first half of the 
year about three-quarters of the very much larger movement was from the United States. 


The principal reason for the decline in the third quarter was a fall off in the proceeds of new 
issues of Canadian securities sold abroad. These proceeds, amounting to $138 million, compared with $284 
million in the second quarter and were at their lowest level since the first quarter of 1956. There were 
sharp reductions in the amount of provincial and corporate issues sold abroad, although increased sales of 
municipal and Government of Canada issues were reported. Almost 90 per cent of the new issues of Canadian 
securities sold to non-residents during the quarter were purchased by residents of the United States, and 
issues payable optionally or solely in foreign currencies represented over 90 per cent of the new bonds 
and debentures sold to non-residents. It is of some significance that of the proceeds from the sale of 
bonds and debentures more than 20 per cent represented earlier sales for which deferred deliveries had 
been arranged, and more than 30 per cent represented proceeds of offerings in the second quarter for 
delivery in the third. Thus less than half the total covered securities for which sales were negotiated 


in the third quarter itself. The proceeds of new issues of stocks similarly included a substantial pro- 
portion of offerings made on a rights basis in the second quarter. 


Retirements of foreign-held Canadian securities totalling $44 million in the third quarter were 


about the level of retirements in earlier quarters of 1957; in the third quarter of the year a Government 
of Canada guaranteed issue accounted for the major part of the total. About 90 per cent of all the Canadié 
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curities owned by non-residents which were retired during the 
ates, and more than 95 per cent of the total bonds and debentu 
foreign currencies. 


quarter were held by residents of the United 
res retired were payable optionally or solely 


Trade in outstanding Canadian stocks led to an inflow of $43 million for the quarter (of which $40 
llion occurred in the months of July and August), compared with $48 million for the second quarter. There 
ve been, on the other hand, net repurchases of outstanding Canadian bonds, debentures, and other securities 

each of the last six quarters, and these reduced to $31 million the net inflow in the third quarter from 
e sale of all outstanding Canadian securities. Government of Canada issues made up a significant part of 
te repurchases and may have been related to the new offering in September. It is noteworthy that, after 
lventeen months in each of which residents of the United Kingdom were, on balance, buyers of outstanding 
nadian stocks, totalling more than $150 million in the period, there were net repurchases in September. But 

re were net sales to other non-residents which led to an overall sales balance on account of trading in 
_ Canadian stocks, a pattern which remains unbroken for twenty months. 


Transactions in foreign securities led to a net capital inflow of $9 million, down slightly from 
l figure of $15 million recorded in the second quarter. Canadians continued to repatriate holdings of 


ited States stocks at about the same rate as in the second quarter, but there was an increase in Canadian 


yechases of new issues of United States and other foreign securities. 


As background to these international security movements it will be recalled that in August there 
je sharp drops in stock prices in both Canada and the United States. Reference is made later to the ex- 
vange value of the United States dollar in Canada which in August, too, fell to a new low for this century 
d then rose over the remainder of the quarter to a level somewhat above that prevailing earlier. Interest 


tes rose moderately over the quarter and the differential between yields in Canada and in the United States 
jlened slightly. 


Repayments on Canadian dollar loans made to foreign governments were, as is customary in the third 


jarter, limited to the receipt of $7.5 million principal from the Government of the United Kingdom on the 
)0 million interest free loan of 1942. 
| 


! Turning now to the other categories of capital movements, reflecting in the main changes in assets 
liabilities of a short-term character, a net capital inflow of $9 million was recorded in the third quarter 
pa anet increase in holdings of Canadian dollars by non-residents. In the first half of the year non- 
ident holdings were reduced by $56 million. Net increases in the third quarter were recorded for holdings 
) residents of the United States, of the United Kingdom, and of other overseas countries. On balance, the 
~rease covered holdings of Government of Canada treasury bills. 


A capital inflow of $53 million was recorded in the third quarter reflecting a reduction in official 
(dings of gold and foreign exchange. At the beginning of the quarter official holdings of gold and United 
ites dollars, measured in terms of United States funds, amounted to $1,941.8 million. They were increased 
ing July to $1,973.0 million, a figure some $30.4 million above the previous month-end peak, but in 

yust and September there were decreases of $30.1 million and $53.0 million, respectively, reducing holdings 
\the end of the quarter to $1,889.9 million. 


All other capital movements led to a net capital outflow of $134 million in the third quarter, 
(lowing inflows of $102 million and $108 million reflected in statements for the first and second quarters 
(pectively. The components of these totals which are measurable at the present time reveal the existence 
‘complex and often paradoxical movements. In the circumstances existing in recent quarters these movements 


ve been sufficiently conflicting to preclude sound generalization as to motivating influences and character 
ithe items. 


) The fluctuation of the Canadian dollar on the international exchange market was greater than usual 
ithe third quarter of the year. The quotation for the United States dollar in Canada which was 95.34 cents 
(the end af the preceding quarter tended to fall through July and the early part of August. The rate of 
‘line then accelerated and a new low for this century of 94.22 cents was established on August 20. Follow- 
‘ this the value of the United States dollar in Canada showed a generally rising trend reaching a high of 

(56 cents on September 30 and closing the quarter at 96.44 cents. In only one other year since the re- 
‘troduction of fluctuating exchange rates in Canada in 1950 has the exchange value of the United States dollar 
‘Canada been higher at the end of the third quarter than at the beginning. 

The noon average for the quarter as a whole was 95.25 cents compared with 95.62 cents for the 
fond quarter. The trading range of 2.34 cents during the third quarter was the largest since the first 
irter of 1955, compared with only 0.84 cents and 1.00 cents in the first and second quarters of 1957 
spectively; the nine-month low and high quotations were established within a period of only six weeks. 

| statistical details do not in themselves suffice to fully explain the short term shifts and the size of 
i exchange rate movements which occurred in Canada during the quarter. 


Western European currencies were also the subject of strains and fluctuations on the international 
‘Mange markets in this period. 


QUARTERLY ESTIMATES OF THE CAN 


Note: Data for 1957 are preliminary a 
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Current Receipts , 
Merchandise exports (adjusted).....cscccsecercrereenees 1,098 1,127 1,140 1,051 1; 263 
Gold production available for ExPOrt .......-sessseen 39 Bt 40 zh 0 
Travel Cxpenditures ......secceeeeseesseserereeeneeneeeees 66 182 54 65. 
Interest and dividends .. 32 27 75 35 39 
Freight and shipping... sttied 100 108 108 102 115 
Inheritances and Mearbrante® uid" 25 24 21 Ly 28 
All other current reCe@ipts «secre rceeereeeeteees 105 105 LO4 91 lz 

Total Current Receipts........ssccsssscesensesseseneennees 1,465 1,610 1,542 fo iy 662 

Current Payments 
Merchandise imports (Adjusted).......cessesceseceeeceeeceens 1,150 1,163 6 2) 1;242 1,541 
Travel @xpenditures .....cscecessnecsesesesseneeesenseeneecnen ene 1193 Se 156 9 93 133 
Interest and dividends . a7 91 162 lle 116 
Freight and shipping... Brees 108 bE, 116 99 134 
Inheritances and Peierants! fina. oe 3 se ie - 
Official CONtTIUDULIONS cerssecsereonceves <cseseco 7 caceerensensiennceecs 
All other current payments....... 125 134 136 142 135 

Total Current Payments .......-.:ccccseceeceesseceeeeneecees 1,628 1,695 1,807 1,722 2,07 
Balance on Merchandise Trade .. re ie TF - 36 - 119 - 191 - 278 
Balance on Other Transactions, adie B ue gst - 107 - Al - 139 = 163 ~ ae 
OffictalContri bution. Gectecscmencoo texe-oaaece gare op 4 = 8 = i - 2 - 10 

Current Account Balance ...... - 163 - 85 - 265 - 363 - 

Capital Account 
Direct Investment 

Direct investuientin Canadas 10). Meee arene ees 115 +104 tod Piste l + 169 

Direct inVeEStMent, ALLOA :s..se.-pccceccecccecseeescee-ierseceses a 12 - l - 39 - 66 — 5 
Canadian Securities : 

Trade in outstandine issues ..ccc2 gue kecce 5 - 24 tome! pee Bi 43 

INGIW ol SSUG Sorcscere oer eresraceoees cMeslcsreace asses cuctie ceceeecoeets rae tet sie LY coarse a 2 Wi + 181 

Retiremante:. wewee. ee hc esa meaner ane 61 - 19 - 18 - 71 - 
Foreign Securities 

Trade in outstanding iSSUES .........ccessecesetcreeee 6 +: 10028 + -aidek - 16 + iG 

New issues... Drache tetie chosen seb etes tea cee iesssetesssesseeme a 17 = 4 - 22 = az = 5 

Retirements .. see eanas eaitheojeveteestetierenccectnseets = SL = = 2 
Loans by Goverieent of Canate 

Repayment of post-war loans ..ecusewesecenene * LO a Ie? hid Gea - + 3 

Repayment of war loans... Bie. Veh eae aeS and cal! + Se8 ob oe +e 
Change in Canadian dollar Holdings . ere vewehs: ae 6 = 14 - 23 - = 
Change in official holdings of gold and foreign 

pxbliance (iterease ints) ee ek, a OLN ie ee + 29:5 so 
Other capital MOVEMENtS .....c..scescsssescssceceseececseceeneeenvees oe Le ieee ly + 495 + 379 

Net Capital) MOV@MOMNUGircrc..:-.c.c ener cccecratcenttsieeases cscs teccacness . 163 as 85 * 265 + 363 Be 435 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


At) 
B 1) 


A 11) 
B 11) 


As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercia! items as settlers’ effects and 
items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthermore, payments for defence purchases 
by governments have been substituted for the actual physical movements of the commodities as reported in Customs trade statistics. 


This item includes government transactions (except merchandise trade and interest), personal] remittances, miscellaneous income, 
insurance transactions, and business services. 
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ALANCE OF INTERNATIONAL PAYMENTS 


ata for] 956 are subject to revision, 


7.5.6 L954 Annual Totals Four Quarters 
| I ending 
lt V I II TTT 1954) 1955 1956 Sept. 30,1957 

(millions of dollars) 
246 1,273 element owt © 1, 30687 + Bak 3, 929.00253 
32 hs O98 
3 35 Some elie <u 27 Siamese CMa ot 
191 54 30 7 199 305 328 336 360 
25 41 24 37 29 147 160 140 131 
117 116 104, 113 113 313 398 450 41,6 
| 26 27 24 37 29 89 86 98 117 
108. 119 106 101 84 298 371 430 410 
51 © (1,665 1,429 1,610 1,789 5,236 5,850 6,437 6,493 
, mo. 1,434 Dy eee 514s. 1, 35%, 39916 4,543 5,567 5629 
169 103 100 143 179 389 449 498 525 
921 181 126 147 13%; 423 483 530 588 
131 134 109 bbw 131 356 415 498 518 
29 30 25 2g 32 9, 105 112 115 

5 6 7 8 7 11 24 30 26 
| RY, 142 us Ww 419. 529,—ss«OS7L, a2 
wD 2,035 05530 Ale, 1,978 5,668 6,548 7,809 7,980 
10, - 161 - 225 - 300 _ 46 ew 13- © = 210-7394 Sues 
95 = 203 Seley 21, 136 - 434 - 463 - 608 myihe 
| ce . 6 ROMS Gat meso cay - h - 4% - 30 - 26 
ja, - 370 OTe Tm ibope “= 789 ~ 432 = 698 =1,372 -1,487 
1220 «+ 185 + 100 Sal oO. =p it 135 403928 + 4A te595 + 570 

24 15 - 20 mi l5 @ fat 215 - 81 Tats 120 - 65 
(Wo + (17 SB voltaic yale aac Phi Gini wembley + 131 
‘178 + 212 + 260 + 28% + 138 + 331 +166 + 681 + 888 
ee, 22 ey yO ne 203 eaeel OL dure —si48 
| Cees) Sa Toa is Ce STOR OS SME DT WE 

S - 6 ey ees = 2 = SS WO me LD ea | 
: a ee er, #66 <a opengl bf: - ee 
ie + 26 = ne - he eS BOS We igo Bes 
| ia er ee lw se, avhper Cher tp301 Ere 30) Sango + 30 
me +t 3 31 AP PAS slate i PPI THN SO SEM 2G - 42 
5 - 27 + 23 eelnteb3 + 53 meh hae ited ydgle vidi ean ae | 
ee = 35 + 99 +106, =) 13h a a) a ee ame 
204 + 370 +407 + 522 + 189 +432 + 698 +1,372 +1,487 


TES: 
} A minus sign indicates an outflow of capital from Canada. 
) ,2 Exclusive of undistributed profits. 


ik This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 


| presenting unrecorded capital movements and errors and omissions. 
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Summary of Capital Movements, 1956 and 1957 
(millions of dollars) 


1956 1957 1956 195 
Third Fourth First Second Third First nine First ; 


Quarter Quarter Quarter Quarter Quarter Months Mont! 
Direct investment in Canada + 120 + 185 + 100 + 150 + 135 + 410 + 38! 


Direct investment abroad - 24 = 15 - 20 - 15 FP 15 - 95 a 


Canadian securities: 


Trade in outstanding stocks + 78 + 29 + 43 + 48 + 43 + 166 + 
Trade in outstanding bonds ~ 8 - 12 - 7 - V = 12 + 24 - 
New issues + 178 + 211 + 255 + 284 + 138 + 470 + 
Retirements - 24 ~ 22 - 42 - 40 - 44 - 118 - 
Foreign securities eo FT + 17 - 14 + 15 + 9 = 5 + 
Official loan repayments + 7 + 34 + -7 + 20 sf + Oao + : 
Canadian dollar holdings of 

foreigners ~ 8 a - 31 + 2S + ~9 = “3s > 
Official holdings of gold and 

foreign exchange (increase, -) - 5 - 27 +. --13 - 22 + 33 > 6 + 
Other capital movements - 122 - 35 + 102 + 108 - 134 + 152 + 


Net capital movement financing 
current account + 204 + 370 + 496 + 522 + 189 +1,002 +1,117 
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‘QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
FOURTH QUARTER 1957, AND 


PRELIMINARY ESTIMATES FOR THE YEAR 1957 


In 1957 Canada's deficit on international current account of $1,383 million was slightly higher 
whan the previous peak of $1,372 million reached in 1956 after a sharp increase from the imbalance of 1955 
nd earlier years. Although this excess of international expenditures for goods and services over receipts 
as close to the same magnitude as in 1956, the sources showed some significant changes. Most important 
mong the changes was a reduction of $156 million in the import balance on commodity account to $578 million 
s imports fell while exports showed a further gain, But this change was more than offset by a rise of $167 
dllion in net payments for all other current transactions to $805 million. The largest part of the latter 
ise was due to a further expansion in payments of interest and dividends on non-resident investments in 
anada and to gains in net expenditures for transportation, other transactions in services, and larger offi- 
ial contributions to other countries. During the year the imbalance from commodity trade declined while 
hat from other transactions was higher than the previous year in each quarter. But the growth in the total 
eficit occurred in the first half of the year with the deficit in the second half being at a considerably 
ower level. 


The above trends were particularly pronounced in the fourth quarter of 1957 when virtually all of 
he change in the balance on commodity account occurred. In that period the imbalance on commodity account 
‘11 but disappeared but the deficit from other current transactions and official contributions widened fur- 
her, At $250 million the imbalance from these latter transactions was higher than ever before, but the 
inal quarter of the year has been customarily a season when some of these types of imbalance are high. The 
ubstantial decline in merchandise imports was chiefly responsible for the rapid change in the commodity 
alance in the fourth quarter. This was apparently a reflection of a moderating in some of the underlying 
Yressures which had been so pronounced early in the year, particularly those related to business investment. 
When the results of the year 1957 are taken as a whole, certain similarities with 1956 are apparent, 
‘though different underlying factors had become prominent in the latter part of the year. In both years the 
egree of imbalance has been exceeded only in a few earlier periods of exceptional growth. A high level of 
nmvestment activity in Canada has been a feature of the period and in both years there was exceptional re- 
iance upon foreign resources to finance investment in Canada. In 1956 approximately one-third of net capital 
ormation was financed by the use of foreign resources, and it does not seem likely that the ratio was very 
uch less in 1957. In both years the imbalance has been chiefly financed by net inflows of capital for long- 
erm investment of unprecedented size. These inflows of capital have also been broadly similar in each year, 
lthough the proportion of the inflow invested in equity forms was somewhat less in 1957 with more being in 
onds and debentures. In both years Canada's balance of indebtedness to other countries has risen sharply 
ith further significant increases in non-resident ownership and control of Canadian industry as well as in- 
reases in Canadian funded debt owned abroad. By the end of 1957 the balance of indebtedness to other coun- 
ries had risen to over $11 billion compared with $3.7 billion in 1949, mainly because of the rise in non- 
esident long-term investments in Canada to a total of around $17 billion which is not far from twice the 
alue in 1949, 


The net inflow of direct and portfolio investment capital from the United States was larger than in 


956 when it amounted to some $867 million. In 1957 it accounted for nearly three-quarters of the total move- 
ent of some $1,250 million in these forms (including repayments on official loans to overseas governments), 
ompared to about two-thirds of more than $1,300 million in the previous year. The capital import in these 
corms from all countries was equivalent to more than 90 per cent of the current account deficit in 1957, and 
> more than 95 per cent in 1956. 
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Over the year as a whole portfolio security transactions were by far the most important type of. 7 
capital movement, reaching a record net inflow of $316 million in the second quarter. But they then con- 
tracted sharply to $135 million in the third quarter and $45 million in the fourth quarter, chiefly because 
of reductions in inflows from new issues abroad. Declines in actual sales of new issues in these quarters 
were even greater as funds were received from new issues which had been arranged for earlier on a deferred 
delivery basis. In contrast there was a striking stability in movements of direct investment capital. he 
fourth quarter inflow of capital for direct investment in foreign-controlled enterprise in Canada amounted 
to $155 million which was the same level as in the second quarter and was exceeded only in two quarters in 


earlier years. 


The price of the United States dollar in Canada rose from 95.97 cents at the end of 1956 to 98.41 — 
cents at the end of 1957. It moved through a low of 94.22 cents in August and a high of 98.62 cents in . 
December, a trading range of 4.40 cents which was slightly wider than in 1956 and wider than for any earlie 
year since 1952. In general the United States dollar tended to decline moderately into the third quarter. 
The trading range in the first quarter was only 0.84 cents and in the second quarter only 1.00 cents. By 
mid-year the quotation for the United States dollar in Canada had fallen 0.63 cents to 95.34 cents. This 
trend continued through July and the early part of August when the rate of decline accelerated and a new lor 
for the century of 94,22 cents was established on August 20. Following this the value of the United States 
dollar in Canada showed a generally rising trend for the balance of the quarter, closing at 96.44 cents, 
having traded within a range of 2.34 cents in the quarter. In the latter part of November and through Decem- 
ber, the Canadian dollar weakened and the United States dollar in Canada closed the year at 98.41 cents; the 
trading range for the quarter was 2.93 cents. The noon averages for the four quarters of 1957 were 95.84 . | 
cents, 95,62 cents, 95.25 cents, and 96.82 cents respectively. The noon average of 95.88 cents for the year 
ag a whole compared with 98.41 cents in 1956. ia 


Import balance on commodity trade contracts during 1957 


One of the more striking aspects of the rising deficit throughout 1955 and 1956 had been the growth 
in the deficit on commodity trade. In the latter year this imbalance contributed over half of the current 
account deficit. The growth continued in the early months of 1957 and for the first six months of the year 
the commodity trade deficit was substantially above that for the comparable period of 1956. The increase in 
the first quarter deficit came about as a result of a larger gain in imports than in exports; however at that 
time it was apparent that the rate of growth of both imports and exports was moderating. In the second quarter, t 
deficit increased further as both imports and exports fell as compared to 1956, but the latter relatively 
more. By the last half of 1957, there were numerous indications of declines in imports, and in the final 
quarter, total imports were 10 per cent lower than in 1956. In the third quarter exports continued relative- 
ly strong, but by the fourth quarter the increase was only some 1 per cent over the same period in 1956. As 
a result of these contrary movements, the deficit on commodity trade declined from $529 million in the first 
six months of 1957 to $49 million in the last six months, The annual changes in total values were relatively 
minor; exports rose by more than 1 per cent, and imports declined by close to the same amount, and the trade 
deficit declined from $734 to $578 million to constitute well under half of the current account deficit. 


Import prices rose unevenly through 1957 to a level averaging 3 to 4 per cent above 1956, and 
export prices averaged about the same as in 1956, although they declined some 2 per cent within the year. AS 
a result, the terms of trade, which had improved during 1956, deteriorated by close to 3 per cent in 1957. 
The effect of these price changes has been that figures shown for declines in the value of imports understate 
the extent of the drop in the volume of imports. The drop in the deficit in real terms would therefore be 
somewhat larger than the value figures indicate. 


Although total imports in 1957 were only slightly lower in value than the record level in 1956, the 
unusual flexibility of this item continued to be a characteristic. The broad similarity in total and composi 
tion in the two years as a whole conceals the main trends which were under way during the period, and which 
served to distinguish the two years. While in 1956 the trend was generally upward, the opposite was the case 
during 1957. The unusually high levels at the close of the previous year had carried over into the early par 
of 1957, but there was subsequently a levelling off with a substantial decline having occurred by the final 
quarter of 1957. 


The declines which became more pronounced in the latter part of 1957 were most evident in imports 0 
the types of commodities which had undergone the greatest expansions in 1956 and which continued at most ex- 
ceptional levels into 1957. For example, the decline in the total value of imports which occurred between th 
closing months of 1957 and the period earlier in the year when imports had been at their highest level, was 
largely concentrated in a few groups of commodities. Among the commodities showing this trend were those 
closely related to investment in Canada. For example, most kinds of machinery and equipment, particularly 
those types which are used in industry, declined in the latter months of the year, although for the year as é 
whole the total imports of non-farm machinery were not very different from the previous year. Imports of ma 
kinds of steel also fell off sharply in the latter half of the year, and in the year as a whole were less the 
in 1956. Declines also occurred in other industrial materials towards the close of the year. Generally im 
ports affected by levels of personal consumption in Canada either rose or were well maintained as in the casé 
of some kinds of food and textiles and other consumer goods. 
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aaintenance of exceptional levels of imports in the first half of 1957 compared with the same period in 1956, 
nile this stability was general in that period of 1957 some of the groups which had been showing exceptional 
strength reached their highest levels, the best examples being again supplied by machinery and steel rolling 
ui1l products. At the same time there were some notable reductions in imports of automobiles which had been 
sxceptionally high in the previous year due to special circumstances, As a result of these trends the level 


Changes in the sources of Canadian imports in 1957 were in the direction of a reduction in the 
:otal imported from the United States partly offset by increases from overseas. Increases from overseas were 
idely distributed including manufactured goods from the United Kingdom and leading suppliers in Western 
turope, and primary products from parts of the rest of the Sterling Area and other countries of the world in- 
‘luding petroleum from Venezuela. 


While Canada's exports rose only moderately in total in 1957, there continued to be more substan- 
dal increases in certain commodities. These included some like uranium and petroleum where production in- 
reased substantially and others like cattle and old ships where sales were unusually high. Other substan- 
ial increases occurred in seeds and iron and steel, but rises were not as general as in preceding years and 
ome appreciable declines occurred in exports of various commodities such as lumber and copper, in addition 
Ne sharp declines in sales of wheat and other grains. And there were other smaller reductions which appeared 
n other commodities, particularly in the latter part of the year, in contrast to the rising trends of ear- 
ier years. 


Summary of Current Transactions with the United States, 
a a Sg ey 


United Kingdom, and Other Countries, 1956 and 1957 
a a es ONE eal 


(millions of dollars) 


All Countries United States United Kingdom Other Countries 
1956 1957 1956 1957 1956 1957 1956 1957 
alendar Year 
| 
Exports (adjusted) 4,833 4,909 2,850 2,931 818 749 1,165 1,229 
Imports (adjusted) 5,567 5,487 4,023 3,879 493 519 Le O51! 1,089 
‘Balance on trade ~ 934  - 578 ot. 173 - 948 + 325 42230) a W114i 2 Aes 
Other current receipts 1,604 1,586 1,148 1,130 196 199 260 257. 
(Other current payments 2,242 2,391 1,615 1,732 267 285 360 374 
‘Balance on "invisibles"' Ser 63G) OMEN SROs) © 2 6" Gog) S8e_s4E 9008 cew Jyoere 299 geie Lisegogs sachin 
Current account balance -1,372 -1,383 -1,640 -1,550 + 254 + 144 + 14 + 23 
| 
Jurth Quarter 
i 
‘Exports (adjusted) L2is 1,284 758 758 219 194 296 332 
Imports (adjusted) 1,434 1,290 1,037 876 ee rT9 130 278 284 
\Salence on trade - 161 - 6 - 279 - 118 + 100 + 64 + 18 + 48 
Balance on "invisibles" - 209 - 250 Pky - 201 - 18 - 25 - 17 - 24 
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substantially during the recent period of industrial and re 


source development. As well as the appearance of new export industries there has been an addition to the 
capacity of existing export industries. Exports from this new industrial capacity have been mainly respon- 
sible for a steady rise in exports of industrial materials which has been particularly substantial each yea 
since 1954 with demand being generally strong and rising. In 1957 a further gain occurred in total exports 
of industrial materials but this was less in total than in the previous year, and was more concentrated in | 
few commodities than was the case earlier with declines appearing in exports and prices of some commodities 
for which demand had been strong earlier. In addition, sales of wheat and other grains were considerably 
lower in 1957 than in 1956 when they had been higher than in any other post-war year except 1952 and 1953, 


Canada's capacity to export has grown 


Changes in the direction of Canadian exports were also for the most part relatively moderate with 
about 60 per cent of the total again going to the United States. There was a small increase of some 2 per 
cent in exports to the United States with little net change in the total overseas. But relative changes in 
exports to different overseas destinations were greater. Increases to the OEEC countries, Latin America, 
and Japan were mainly offset by declines to the United Kingdom, the rest of the Sterling Area, and Eastern 
Europe. The composition of overseas trade also underwent considerable change with reduced exports of grains 
being offset by rises in a variety of other commodities chiefly industrial materials. 


Rising deficit from transactions in services and other non-merchandise items 

A significant feature of the current account deficit in 1957 was the continued growth of the defi- 
cit on non-merchandise transactions in each quarter and in the year. From 1956 to 1957, the deficit on "in 
visible" items rose by some 26 per cent, from $638 million to $805 million. In view of the small rise in 
the overall current account deficit, this gain in the non-merchandise deficit indicated a substantial in- 
crease in the relative importance of the imbalance on “invisibles". Not since the first quarter of 1955 has 
the merchandise trade deficit played such a minor role in the overall deficit as it did in the final quarter 


of 19D7% 


The growth in the “invisible” deficit in 1957 was the result of continued increases in payments 
(almost 7 per cent) and a small decline in receipts (1 per cent). By the fourth quarter of the year the non- 
merchandise deficit had reached a new peak of $250 million, some 20 per cent above the final quarter of 1956, 
Payments in this quarter had the smallest increase as compared to the same quarter a year earlier as there 
has been for some time, although the level was slightly above that incurred in the fourth quarter of 1956; 
receipts fell some 7 per cent below the level in the same quarter of 1956. 


All but two of the main categories of non-merchandise transactions moved to widen the deficit in 
1957. The two exceptions were travel and inheritances and migrants' funds. As more people chose to take z 
holidays outside their own country, both receipts and expenditures for travel rose, and the deficit remained 
virtually unchanged at $161 million. This contrasts with substantial increases in the deficit in each. of the 
three previous years, and results from a greater rise in receipts than in payments. Receipts from travel ex- 
penditures in Canada by visitors from the United States rose at about twice as fast a rate as the rise in 
Canadian travel expenditures in that country. With higher average expenditures in Canada as well as a larger 
number of visitors, there was consequently a contraction in the deficit on travel account with the United 
States. But while this contraction was offset by a further gain in net payments to overseas countries by 
Canadian travellers abroad, the rise in this latter group of expenditures was less than in the previous year. 


The increase in personal mobility was also reflected in transfers of migrants' funds, The growth 
in emigration by Canadians to the United States and the United Kingdom resulted in a larger outflow of mi- 
grants' funds. However, the flood of immigration to Canada was so large in 1957 that receipts of migrants’ 
funds exceeded payments, and the normal net deficit on inheritances and migrants’ funds was wiped out. Gold 
production available for export was somewhat smaller at $147 million in 1957; the setback in the third quarter 
of the year which related to refining facilities, was almost caught up in the fourth quarter when the amount 
available for export rose to $50 million. 


The deficit on the income account has been increasing every year since 1953, and each successive 
increase has been larger than its predecessor. From 1956 to 1957 the deficit rose from $390 to $462 million, 
ag payments increased by $83 million and receipts by only $11 million. Almost a third of the increase phe! 
payments related to larger interest remittances arising out of recent issues of bonds by Canadian companies 
in the United States. A major part of the rest of the increase reflected larger dividend payments by Cana- 
dian subsidiaries to their non-resident parents, as well as greater non-resident ownership of Canadian asset: 
It should be pointed out that in recent years of general industrial expansion, earnings of these subsidiarie: 
have been well in excess of dividend transfers to parent companies and other shareholders, since large amoun 
of earnings have been retained for further investment in Canada during that period. f 


On freight and shipping account there was a further increase in the deficit to $72 million from 94 
million in 1956. A larger contraction in receipts than in payments brought about this result. Most of the 
drop in receipts was in shipping revenues with fewer vessels operated by Canadian concerns and lower reven 
There was also some decline in inland freight on Canadian exports. Less inland freight was also paid ont 
reduced volume of Canadian imports from ihe United States, but total expenditures by Canada were largely 1 
tained by high transportation costs in importing larger cargoes from overseas. Official contributions in- 


creased in 1957 to $38 million, largely as a result of higher expenditures out of Canada's Colombo Plan 


gi 


ontribution. The deficit on account of other non-merchandise transactions rose by some 50 per cent in 1957, 
the major factor contributing to this greatly increased imbalance was a falling off in United States govern- 
nent expenditures in Canada on defence installations. In addition there was considerable upward pressure on 
aiscellaneous income and personal remittances, as well as on payments for a wide variety of business services. 


& 


fransactions by area 


The $11 million increase in the current account deficit from 1956 to 1957 was the result of two con- 
:rary movements, a decline in the deficit with the United States of $90 million, and a decline in the surplus 
vith overseas countries of $101 million. This small increase in the deficit in 1957 as compared to 1956 was 
the net effect of larger deficits in both the first and second quarters, and smaller deficits in the third 

ind fourth. The $114 million decline in the overall deficit in the final quarter of 1957 consisted of a $134 
aillion drop in the deficit with the United States from $453 million to $319 million, and a decline in the 
surplus with overseas countries from $83 million to $63 million. 


The decrease in the deficit with the United States of $90 million from 1956 to 1957 was the result 
»£ a $225 million drop in the deficit on commodity trade partially offset by an increase of $135 million in 
she non-merchandise deficit. Both the third and fourth quarter deficits in 1957 were substantially smaller 
than those of the same period in 1956, and for the most part, the declines were related to commodity trade. 
‘or the year as a whole the $225 million decline in the commodity trade deficit with the United States was 
the result of a $144 million drop in imports from, and an $81 million increase in exports to that country. 
‘he contraction of imports as reflected in declines in imports of automobiles and parts, and industrial ma- 
thinery and equipment accompanied a tapering off in the rate of business expansion in Canada in the latter 
mart of the year, The rise in commodity exports to the United States of resource commodities and primary 
yroducts such as petroleum, uranium, and cattle was sufficiently large to offset the impact of reduced de- 
wands in that economy for other exports from Canada. The increase of $135 million in the deficit for non- 
verchandise items with the United States relates to both a small decline in receipts and rise in payments. 
the $18 million drop in receipts from "invisible" transactions is after including increases in tourist re- 
‘eipts, income remittances, and immigrants' funds, which were more than offset by declines in receipts from 
jold available for export, freight and shipping earnings, and miscellaneous items including the United States 
lefence expenditures in Canada, mentioned above. The $117 million rise in payments for "invisible" items 
overs each of the main categories including travel, income remittances, inheritances and migrants' funds, 
md miscellaneous business service and other payments. The largest increase in payments was $71 million in 


mcome account; this rise reflects the increased United States investment in Canada, in both equities and 
onds. 


| Changes in Principal Elements of the Current Account 
with all Countries, 1956 and 1957 


| 
(millions of dollars) 
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1956 1957 Change 
in 1957 
commodity trade 
| Exports adjusted 4,833 4,909 + 76 
\ 
| Imports adjusted Di Oi 5,487 - 80 
| Balafice - 734 ye: + 156 
| 
es production available for export + 150 + 147 = eS 
ravel expenditures - 162 =a LE Pre 
nterest and dividends - 390 - 462 - 72 
reight and shipping - 48 - 72 - 24 
} 
nheritances and migrants’ funds te - 14 ~ + 14 
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fficial contributions “seer - 30 - 38 - 8 
‘U1 other current transactions - 144 - 219 Sa he: 
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Canada's surplus position with overseas countries declined by $101 million to $167 million in 1957 
with $69 million of this on commodity account and $32 million from other transactions. This decrease is mor¢ 
than accounted for by a $110 million decline in the surplus of Canada with the United Kingdom. In every ~ 
quarter of 1957, the surplus with the United Kingdom was smaller than for the corresponding quarter of 1956, 
Of the total decline in 1957 $95 million relates to a smaller surplus on merchandise trade, as imports from 
the United Kingdom of pipe and tubing, automobiles, and some kinds of machinery rose and as exports such as 
wheat and some non-ferrous metals declined. The remainder of the $110 million decline in surplus relates te 
a larger deficit in non-merchandise items, and reflects for the most part, increased net payments by touris 
and larger income remittances. 


, 

The current account balance with other overseas countries moved in a variety of ways in 1957. The 
surplus of the rest of the Sterling Area declined to $9 million. The surplus with the OEEC countries rose by 
$29 million to $43 million, and the deficit with all other countries fell from $48 million to $29 million, “a 
The decline in the surplus with other Sterling Area countries to a level of $9 million in 1957 resulted from | 
a decline in receipts and a rise in payments for both commodities and non-merchandise items. Exports to 
these Sterling Area countries were for the most part maintained, but the total for the area declined in 1957 
from the level in 1956 which included some special exports of aircraft to South Africa. In addition there © 
was a substantial rise in imports of alumina arising from the increased use of Jamaica as a source of supply, | 
This tendency towards a smaller surplus was reinforced by an increase in exports financed by Colombo Plan 
contributions. The larger surplus with other OEEC countries arose out of bigger net receipts for imports and 
smaller net payments for invisible items, While payments to OEEC countries rose on account of larger travel 
expenditures and income remittances, these were more than offset by a decline in Canadian defence expendi- 
tures in conjunction with the NATO commitments. The current account deficit with all other countries fell to 
$29 million in 1957 primarily as a result of increased exports to countries such as Japan, Israel, Korea, and 
to Latin America which more than offset declines to Eastern Europe. These increased receipts on commodity 
account were somewhat offset by larger payments for a variety of miscellaneous services, including Canadian 
participation in the U.N. Emergency Force in the Middle East. : 


Capital movements 


The net movement of foreign capital to Canada for direct investment in foreign-controlled enter- 
prises in 1957 is placed at $525 million. This figure is some $70 million below the record set in 1956, but 
is about $100 million higher than for any earlier year. The level of inflows from the United States appears 
to have been little changed from the total of $409 million recorded in 1956; this is particularly striking 
because the fourth quarter of 1956 included some extraordinarily large receipts which did not recur in 1957. 
Net inflows of capital for direct investment from both the United Kingdom and other overseas countries appear 
to have decreased. 


A striking feature of capital movements in 1957 was the maintenance of inflows for direct investment 
at such a high level during a year in which economic activity showed some tendency to moderate, No less sur- 
prising was the fourth quarter inflow which amounted to $155 million, compared to $120 million in the third 
quarter, The fourth quarter inflow was equal to the inflow in the second quarter and was exceeded only on 
two earlier occasions. 


Broadly speaking the industrial pattern of foreign direct investment inflows remained unchanged 
from 1956. Resource development and related industries continued to attract large amounts of foreign capital. 
On the basis of preliminary data nearly half the movement in each year went to the petroleum industry. The 
inflow to mining concerns appears to have more than maintained its relative position. Manufacturing inflows 
fell. Again in 1957 purchases by non-residents of interests in existing concerns represented a significant 
element in the inflow for investment in manufacturing. In 1957 such transactions appear to have been a some- 
what higher proportion of the movement than in 1956, 


Preliminary estimates of the movement of capital for direct investment abroad indicate a net outflo 
of $55 million in 1957. This figure is only half the amount recorded in 1956 and is the smallest annual move: 
ment since 1951. The record figure in 1956 included a number of transactions involving the transfer of owner: 
ship of major interests in existing enterprises abroad. More than half the decline in net outflows in 1957 i 
accounted for by these transactions. 


As in 1956 portfolio security transactions were by far the largest source of foreign capital in 
1957, being equivalent to more than one-half the current account deficit. The inflow reached a peak of $316 
million in the second quarter of the year shattering the record of $304 million established in the third quar 
ter of 1950 in a frenzy of exchange rate change expectations at that time. It then fell sharply to only $45 
million in the final quarter of 1957. The total of $731 million for the year as a whole was only moderately 
below the record of $760 million established in 1956, and was more than twice the amount of the previous 
record net inflow established in 1950. Residents of the United States provided some $529 million of the net 
movement, compared with $535 million in 1956. The net inflow from the United Kingdom rose from $114 million 
in 1956 to $127 million in 1957, but the inflow of $75 million from other overseas countries fell well below 
the figure of $111 million recorded in 1956. 


Trade in outstanding Canadian issues was again dominated by the sale to non-residents of Canadian 
common and preference stocks, but unlike the three preceding years when successive new records reaching $195 
million in 1956 were established, the balance of $140 million in 1957 represented a reduction of nearly 30 
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er cent from the previous year. On the other hand Canadians were net repurchasers of $36 million of foreign- 
1eld Canadian bonds and debentures, and the balance from trade in all outstanding Canadian securities of $104 
nillion compared with $207 million in 1956. 


The proceeds of new issues of Canadian securities sold to non-residents again set a new record in 
1957, amounting to $762 million; this represented an increase of $81 million or 12 per cent over the previous 
record established in 1956. The movement was heavily concentrated in the first half of the year, during which 
ome 72 per cent of the inflow occurred. Corporations, provincial governments and municipalities were each 


Important borrowers abroad. Retirements of foreign-held Canadian securities amounted during 1957 to $152 mil- 
lion. 


| Transactions in foreign securities led to a net capital inflow of $17 million. Canadians pur- 
thased $21 million of new foreign issues, but holdings were reduced by the sale of $32 million of outstanding 
ssues and retirements of $6 million. 


| 


some special comment on deferred deliveries, will be found in the Dominion Bureau of Statistics report, "Sales 


Additional details of portfolio security transactions between Canada and other countries, including 


nd Purchases of Securities Between Canada and Other Countries, December 1957, and Review of Security Trading 
Juring 1957". 


Repayments of principal on the war and post-war loans made by Canada to overseas governments to- 
called $50 million in 1957 compared to $69 million in 1956. The Government of the United Kingdom repaid $30 
aillion on the $700 million interest-free loan of 1942, reducing the amount outstanding to $30 million, and 
there were also principal repayments by Belgium, Czechoslovakia, France, the Netherlands, and Norway. The 
Inited Kingdom elected to defer the 1957 repayment of principal on the 1946 loan and this accounted for $15 
i of the decline in receipts compared with 1956. The repayment of $2 million by Czechoslovakia was the 
final instalment due from that country. At the end of 1957 the outstanding balances on Canada's war and 
yost-war loans of $2,450 million amounted to $1,481 million. There was in addition a further $34 million 
wing to Canada on intergovernmental loans extended following World War I and on account of military relief 
settlements arising out of World War II. Principal is not currently being repaid on the inter-war loans or 
om the post-war loan made to China. These inactive loans totalled $80 million. 

An outflow of capital from Canada occurred from a reduction of $35 million in holdings of Canadian 
lollars by non-residents. This outflow followed a similar movement of $26 million in 1956, but there were 
.nflows in each of the two preceding years. The reductions in 1957 occurred in the first half of the year, 

ind there was an increase in non-resident holdings of Canadian dollars of $25 million in the last half. About 
half the net decline over the year occurred in holdings of the United Kingdom; it will be recalled that at the 
md of 1956 these included $22 million set aside to cover interest payable on the 1946 loan from Canada, pay- 
nent of which was subsequently deferred. 

i 
Exchange transactions of the Government of Canada, including the operations of the Exchange Fund 
\ccount, led to a substantial inflow of capital as official holdings of gold and foreign exchange were re- 
luced. The net inflow over the year amounted to $105 million including $104 million from reduced holdings 

»£ gold and United States dollars and $1 million from reduced holdings of sterling. In terms of United States 
lollars official holdings of gold and United States funds fell from $1,936 million at the end of 1956 to 
'1,828 million at the end of 1957. Holdings at the end of 1956 were close to the record month-end figure and 
1 new record of $1,973 million was established at the end of July. By the end of 1957 holdings had been re- 
luced to their lowest month-end level since May 1954. 

i 


Other capital movements although again inward in 1957 as a whole, were not on balance quantita- 
tively as important an element in Canada's balance of payments as in either 1955 or 1956. The net inflow 
thown for the year was $62 million. Canadians added substantially to their bank balances and other short- 
-erm holdings in foreign currencies, but the inward movements of other types more than offset these outflows 
bf capital. As was the case in 1956 there were on balance inflows in the first two quarters of the year fol- 
lowed by outflows in the remainder of the year. The inflows appear to have been chiefly a further net accu- 
mulation of short-term indebtedness on commercial account. 
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QUARTERLY ESTIMATES OF THE CANADIA 


Note: Data for 1957 are preliminary ar 


Current Receipts 


1 Merchandise exports (adjusted)....... a es et 1,140 1,051 1,263 1,246 
3 Gold production available for ExPOrt .....--srsrersereees 37 40 37 40 38 
4 Travel exPeMditures ....-sssssessssssssseseesseessssesnsessessenneeane 182 54 26 65 191 
5 Interest and GiVIdeENS «.....ssssccecesseesesnseeenensecesneneeneences 27 75 35 39 25 
6 Freight and shipping... Deis, OU | okt ti ES 108 102 115 117 
q Inheritances and Pee ane Bhp teh va 2 RRM 24 21 17 28 26 
11 All other current receipts .....ccscesscsesescreerecsenteseneeesens 105 104 91 112 108 
12 Total Current Receipts........sssesvssssessssnmmnenanee Ly 610 15542 1, 359 1,662 1,751 
B Current Payments j 
1 Merchandise imports (AdjUSEEA).......0+-ssseeeseseseenenasenenens 1,163 25252 1,242 1,541 1, 350 
gol “apes eipenditires noose ese ene ee Ie 96 93 133 169 
5 Interest and dividends .. OD a ee etek oaletecocts 91 162 112 116 12 
6 Freight and shipping... a eile A wee re 116 99 134 it 
7 Inheritances and eet 0 ies. TE IT: Le: 30 31 25 23 
9 Official CONtTiDULIONS .......c-ccccnssssssseeeescoenenseseseceseeessens 8 7 9 10 5 
11 All other current DAyYMENtS........sccscsssseseeseeceseneceeeerens 134 136 142 135 150 
12 Total Gucrenk: Payments bistiassse bgt eres 695 1,307 1,722 2,097 1,955 
Balance on Merchandise Trade .. ak te Ue ge 6 - 119 - 191 = 249 - 104 
Balance on Other Transactions, Re eucite B 9 hstcane - Al - 139 - 163 - 147 - 9 
Official Contributions. awccns-caceea nie otal 8 - 7 - 9 ee Ae) ~. 
C Current AcCount Balance .........sccerecessescescsecsererersraeacees 85 oe 265 = 363 - 435 - 204 
D Capital Account 
Direct Investment 
1 Direstinvestmentun Canada, te eee ee pape Bi + Tei + 169 + 120 
2 Direct investment abroad .....csecowssceevsecrees soos cosesnoress oe ee 9 - 6 - 5 = & 
Canadian Securities 
3 Minded outstanding 1esues wee ee ee et eee ape sew af | + 43 + 
4 NeW LSBU SS eyes Re are MOT 17 +, Tk3 pda Bd + 150 + 178° 
5 Rotiromentene soe ee - 18 - £30k - 23 - 24 
Foreign Securities 
6 Trade in outstanding issues .........:sssssseee +6 scat ml & =- 16 + ALO + i 
7 New issues... ah, a A ne oe ee - 22 - 1 - 5 -° 3 
8 Petionertes ents ae tan To tise - ~ ~ = 
Loans by Eerenmert of eanade 
10 Repayment of post-war lOaMs .......ssssseeeseesseeeene © 2  2r = + - 
11 Repayment of war loans... ? ect tees ed | + 8 + @ 
14 Change in Canadian dollar Roles of reiguee wer eG tas - 23 - 5 - 3 
16 Change in official holdings of gold and foreign 
exchange (iNCreaSe, MINUS)... 7 + 36 ‘pimaaiz’* s - 30 - 5 
17 Other capital movements: ...occruusn see senses — 5 + 7 + 195 + 719 - 122 
Net Capiial’ Movement.c ss, 0eemethascngeere trent 85 + 265 + 363 +: £OS + 204 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current paynients. 


Ail) As used in the balance of payments, merchandise trade is adjusted to exclude such non-commercial items as settlers’ effects and 
B 1) items like tourist purchases which are covered elsewhere in the accounts. Since 1951, furthermore, payments for defence purchases . 
by governments have been substituted for the actual physica] movements of the commodities as reported in Customs trade statistics. 


A 11) This item includes government transactions (except merchandise trade and ome 
B 11) insurance transactions, and business eerices: : and interest), personal rémittanies = — 
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* 310 
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NOTES: 
D A minus sign indicates an outflow of capital from Canada. 
'D1,2 Exclusive of undistributed profits. 
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data for 1956are subject to revision. 
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Be 
II bw if 
(millions of dollars) 
15215 1, 308 
31 ret | 
aL 199 
40 a. 
213 107 
42 32 
103 89 
1,621 1,793 
1,518 1,351 
143 Ay wf 
148 136 
143 129 
30 BL 
g z 5 
155 148 
ein ~ 13979 
- 303 - 43 
- 213 - 136 
ae 1S wee 4 
—- 524 = 186 
#2155 + 120 
- 15 - 15 
a tagl = oD 
t 293 + 140 
- 40 —= 4&4 
7 216 
+f 3 - g 
3 2 os 1 
+ 22 oat 
+ 8 ay 
- 27 s if 
- 22 tae © 
+ 7 - l21 
+ 524 + 186 
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1,284 


+ 18 


+ *6) 
- 34 


#256 


1954 


Annual Totals 

1S ie 1956 
Ay 332 4,833 
155 150 
328 336 
160 140 
398 450 
86 98 
391 430 
5,850 6,437 
49543 5, 567 
L449 4% 
483 530 
415 498 
105 ee 
24 30 
529 57h 
6,548 7,809 
- 211 - 734 
- 463 - 608 
- 24 - 30 
= 698 -1,372 
Peal + 595 
- Wh - 110 
- 27 +. 2UL 
+ 166 + 681 
184 - 140 

+ 25 27 
48 - 15 

+ 17 ce 
too pee y 
+ 30 + 30 
+ 89 = 26 
+ AA - 33 
+ 204 + 17 
+ 698 +1,372 


1957 


DIT This itemincludes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 


} 
| 
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private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions, 


Summary of Capital Movements, 1954 to 1957 
(millions of dollars) 


: 1954 1955 1956 1957 
Direct investment in Canada + 392 + 417 + 595 + 525 
Direct investment abroad - 81. - 74 - 110 = 55 
Canadian securities: 
Trade in outstanding stocks + 129 + 138 a 195 + 140 
Trade in outstanding bonds - 66 - 165 + 12 - 36 
New issues + 331 + 166 + 681 + 762 
Retirements - 203 - 184 - 140 ea 452 
Foreign securities - 24 - 6 oe 2 eed, 
Official loan repayments + 72 + 69 + 69 + 50 
Canadian dollar holdings of foreigners + 34 + 89 - 26 - 35 
Official holdings of gold and foreign 
exchange (increase, -) - 124 + 44 - 33 + 105 
Other capital movements - 28 + 204 ably + 62 


Net capital movement financing current 
account deficit + 432 + 698 +1,372 +1,383 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS A 


FIRST QUARTER, 1958 ~ */ 


In the first quarter of 1958 Canada's deficit from current transactions in goods and services with 
cher countries was‘again, at $293 million, appreciably less than that of $417 million in the corresponding 
friod of 1957 but still higher than in any quarter before 1956. As in the previous quarter the greatest 
canmge occurred in the sharp contraction in the size of the import balance in commodity trade to $69 million 

¢ imports fell more than exports, But once again the deficit from all other current transactions of $224 
million was more than in the same quarter of the previous year, and was responsible for most of the imbalance. 
le major part of this underlying imbalance continued to be from deficits on income and travel accounts, 
bsiness services, personal remittances and official contributions, But the rises over the previous year 

‘re mot general and were partly due to non-recurring transactions, 


Among leading influences upon the size of the deficit was the impact of reduced business investment 
Canada towards contracting merchandise imports, But at the same time the generally high levels of some 
ches of production and of incomes had sustaining effects upon many kinds of Canadian expenditure abroad, 
in the case of some commodity imports and in other current transactions, As merchandise exports fell 
y slightly in total value from the previous year compared with a drop of 13 per cent in imports, the im- 
rt balance on merchandise trade was reduced to $69 million in 1958 from $226 million in the first quarter 
1957. This change in balance occurred in a period when there was a deterioration in the terms of trade 
import prices rose appreciably and export prices fell slightly, 


arp contraction in some merchandise imports 


| In the first quarter of 1958 the total value of Canadian exports was only some 1 per cent less 
in in the same period of 1957 when exports had been close to recent peaks, But this general maintenance 
) the total was the result of divergent trends in many leading commodities, Even though many prominent 
ports contracted significantly there were special factors raising exports of other commodities, The 
‘pansion of new export capacity in uranium was an important element serving to maintain the total, along 
th special shipments of wheat to some markets, unusually heavy demand for Canadian cattle and meat in the 
ited States, large deliveries of aircraft on contract with non-residents, and an up-turn in shipments of 
‘m implements and a few other commodities, Exports of some other leading commodities like lumber, steel, 
kel and alcoholic beverages were generally sustained, but instances of declines were more numerous. The 


yneipal declines were in pulp and paper, pulpwood, petroleum, oilseeds, barley, aluminum, copper, lead, 
Ie, asbestos, and old ships, 
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jeaped in the Balance of Payments Section, International Trade Division. 
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Changes in regional distribution of exports arising from the above trends have been relatively 
small, Exports to the two largest markets, the United States and the United Kingdom were almost as great 
in total value in the first quarter of 1958 as in 1957, because of offsetting trends in different commodi- 
ties, and represented about the same ratios of the total, 60 per cent and 15 per cent respectively. But to 
other countries there was a net decline, with however, divergent trends in various markets, A relatively © 
large rise occurred in exports to the rest of the Sterling Area including automobiles to South Africa and 
large shipments of wheat to India under special financial arrangements. But exports to Europe, Japan, and 
Latin America were down considerably, the latter chiefly because of large non-recurring sales of used ships 


the previous year. 


In contrast to the above trend in export totals, the value of imports again showed a substantial 
decline of 13 per cent in the first quarter from the level of the corresponding part of the previous year, 
Thus, the trend which had become prominent in the closing quarter of 1957 continued in 1958. The declines 
in imports have been most conspicuous in groups of commodities which have been imported in exceptional 
volume during the period in 1956 and 1957 when business investment in Canada was at peak levels. Among the 
commodities which have declined most were machinery and equipment, primary steel, and other rolling mill 
products, But by the first quarter other declines also appeared, although usually these were less pronounce: 
and were more evident in industrial materials where inventories were undergoing readjustment, On the other 
hand some commodities continued to be imported in exceptional volume, even occasionally showing increases in 
the first quarter. One of the best examples of a recent unusually high level of imports is provided by 
British and European automobiles, 


Virtually all of the reduction in imports as compared to the same quarter last year was from the 
United States; the value imported from the United Kingdom was maintained and there were relatively small 
changes in other overseas sources, 


Large deficit continues from transactions in services and other non-merchandise items 


The deficit in non-merchandise transactions in the first quarter of 1958 was $33 million larger 
than that incurred in the first quarter last year, At $224 million it was only slightly less than the 
record deficit in the fourth quarter of 1957, This increase in the deficit as compared to the same quarter 
of last year was the result of divergent and partially offsetting movements in the major items of the 
accounts, Three components moved to reduce, three to widen, and one to maintain the deficit, One of the 
items tending to narrow the overall deficit was gold available for export, which increased by $5 million to 
$44 million in the first quarter of this year. The increase may in part reflect the special and temporary 
decline in production which occurred in 1957. A marginal decline in both receipts and payments of income 
resulted in a smaller deficit in the first quarter. Interest payments rose still further as the impact 
continued to be felt of the extraordinary level of bonds sales to non-residents in 1956 and 1957. This jagee 
however, was more than offset in the first quarter of 1958 by a decline in dividend payments, which was 
related primarily to a drop in remittances of subsidiaries and branches to parents in the United States, Th 
small decline in receipts from non-residents was similarly related to lower income transfers from Canadian 
direct investments abroad. The revision of the reciprocal agreement relating to withholding tax on income 
payments to and from the United States, had a heavy impact in the first quarter of 1958; in this quarter 
dividends were payable at the reduced rate, and a number of refunds were made covering overpayments in 1957. 
It is expected that the increase in dividend payments to non-residents arising out of the amendment will be 
larger than the increase in receipts accruing to Canadians. 


Receipts and payments for freight and shipping also continued to decline in the first quarter of 
1958, and fell to levels below any quarter since 1955. As receipts fell from $104 million to $94 million, 
and payments from $109 million to $94 million, the deficit on this account disappeared. The decline in 
receipts and payments was related to the lower level of imports, and exports particularly of petroleum, and 
to smaller charter revenues. 


An increase of $1 million in expenditures of both Canadian tourists travelling abroad, and non- 
residents visiting Canada, resulted in an unchanged deficit of $70 million in the first quarter this year. 
These increases are considerably less, when seasonal factors are taken into account, than those recorded in 
other quarters over the past two years, 


A decline of some 40,000 people or 65 per cent in immigration in the first quarter of 1958 as 
compared to the same quarter of 1957 resulted in a sharp falling off in receipts of immigrants' funds. The 
major portion of the decline related to immigration from the United Kingdom, although of course the immi- 
gration of Hungarian refugees which was so significant in the first quarter of 1957, had almost disappeared 
by 1958. Emigration from Canada appeared to be somewhat lower in 1958 to date, and emigrants' remittances 
were comparably lower. Official contributions consisting largely of expenditures under the Colombo Plan 


were double those in the first quarter of 1957, but at $10 million, were substantially below the final 
quarter of last year. 


; 


Re 


The increase in the deficit for miscellaneous services and all other “invisible” items was the 
ajor factor contributing to the enlarged non-merchandise deficit, Receipts continued to decline in the 
irst quarter of 1958, reaching at $84 million, the lowest level since early 1955. A factor in the decline 
as a further reduction in United States defence expenditures in Canada compared with the previous year, 
ayments for these miscellaneous transactions increased still further in the first quarter, reflecting in 
he main sustained and substantial expenditures for miscellaneous business services and income, personal and 
nstitutional remittances, and Canadian Government defence commitments in NATO. In addition there were some 
xtraordinary payments of a non-recurring nature by the Canadian Government, 


Summary of Current Transactions with the 
| United States, United Kingdom, and Other Countries 
First Quarter 1957 and 1958 


(millions of dollars) 


All Countries United States United Kingdom Other Countries 

1957 1958 1957 1958 1957 1958 1957 1958 
erchandise exports (adjusted) 1102 1,087 654 649 163 ilsy/ 285 281 
erchandise imports (adjusted) i328 La 56 1,000 831 114 114 214 2 
alance on merchandise trade - 226 - 69 - 346 - 182 + 49 + 43 + 71 + 70 
alance on non-merchandise trade - 191 e224 - 130 - 141 - 24 - 34 = 37 - 49 
urrent account balance = at7 - 293 - 476 =/923 + 25 fing + 34 $094 


| 


ransactions by areas 


The decrease in the deficit from $417 million to $293 million from the first quarter of 1957 to the 
irst quarter of 1958 is more than accounted for by $153 million decline in the deficit with the United 
tates. Somewhat offsetting these favourable movements vis-a-vis the United States was a smaller surplus 

ith overseas countries which occurred in the case of transactions both with the United Kingdom and with other 
ountries. Almost the whole of the $153 million decline in the deficit with the United States since the first 
aarter of 1957 was related to merchandise trade. Exports to the United States fell only slightly in total, 
3 large increases in a few commodities like cattle and uranium partly offset more general declines which 

ere particularly notable in petroleum, non-ferrous metals and pulp and paper. This decline in the export 
otal, however, was more than offset by a sharp drop inimports from that country, and the commodity trade 
eficit fell from $346 million to $182 million. The decline in imports from the United States from $1 billion 
a the first quarter of 1957 to $831 million in 1958 arose from a general contraction in Canadian demand for 
aidustrial machinery and equipment, iron and steel, and other industrial materials, and some consumer goods 
ich as automobiles and parts, At the same time, there was a widening in the imbalance for non-merchandise 
cems related for the most part to a decline in receipts from the United States for defence spending in 
anada, But there has been in addition, some decline in income remitted by branches and wholly owned sub- 
ldiaries to parents in the United States and this has tended to reduce the growth of the deficit, 

| The surplus with the United Kingdom fell to $9 million in the first quarter of 1958; this is the 
nallest surplus recorded since early in 1953, Only $6 million of the decline from the first quarter 1957 
elated to commodity trade, and this was entirely the result of a decline in exports, including such items 

3} aluminum, copper, seeds, tobacco, and oil cake and meals. On the other hand, exports of some commodi- 

les increased including lumber, newsprint, nickel and chemicals, The balance of the decline in the 

irplus in the first quarter was related to a larger deficit on non-merchandise transactions, Receipts from 
le United Kingdom of income and immigrants' funds declined while payments for miscellaneous and special 

sems rose. The surplus with other overseas countries declined to $21 million in the first quarter 1958 

‘om $34 million in the same quarter last year. This change reflected a larger surplus with the rest of 

le Sterling Area, which was more than offset by a smaller surplus with OEEC countries and a larger deficit 
th all other countries, The increased surplus with the Sterling Area reflected larger exports of wheat 

id flour, railway rails, industrial equipment and other commodities, to India, Ceylon and South Africa. 

ime of the increase in exports to countries in Asia was financed by credits from the Government and 

irough Colombo Plan contributions, The latter contributions increased from $5 million to $10 million from 
te first quarter of 1957 to 1958. The deterioration in the balance with OEEC and all other countries was 
vimarily related to a decline in exports of wheat, flax seeds, and used ships. Declines were most notable 

1 total exports to France, Germany, Belgium and Luxembourg, Japan, Panama, Mexico and the Phillipines, In 
‘dition there were some special non-recurring payments to the OEEC which reinforced the contracting surplus. 


Capital movements 


Capital movements in such long-term forms as direct investment, portfolio security transaction 
and official loans led to an inflow of $214 million or about 73 per cent of the current account deficit, 
the final quarter of 1957 the corresponding inflow amounted to $211 million or 82 per cent of the somewha' 
smaller current account deficit, and in the first quarter of that year the figure was $317 million or 76 | 


cent. 


The major changes in capital movements from the fourth quarter of 1957 to the first quarter of 
are shown below, with corresponding figures for the changes a year earlier. 


IV Quarter 1957 IV Quarter 1956 
to to 
I Quarter 1958 I Quarter 19 


Change in 
(millions of dollars) 


> a ete oe ah Ta! 


Direct investment - 80 - “95 
Portfolio securities + 108 +9 12 
Official loans - 16 - 
Official loan repayments “pel =, 2h 
Canadian dollar holdings of foreigners - 41 - 38 

Official holdings of gold and foreign 
exchange = OO + 40 
Other capital movements se MLS +7155 
Net capital movement + 37 + 47 


(A minus sign indicates an increased capital outflow or a decreased capital inflow) 


A very sharp contraction appears to have occurred in the rate of inflow of capital for direct in- 
vestment in foreign-controlled enterprises in Canada. This is tentatively placed at $75 million or at about 
half the figure for the final quarter of 1957. But it should be remembered that the fourth quarter movement 
was extraordinarily high and that the first quarter inflow has customarily been lower than average. Prelimi 
ary data indicate that inflows to manufacturing fell sharply, and that inflows to the petroleum industry anc 
mining accounted for a very high proportion of the total, The decline from the fourth quarter occurred abot 
proportionately in the net movements from the United States, from the United Kingdom, and from other over- 
seas countries, : 

The net outflow of capital from Canada for direct investment abroad is placed at $5 million, or 
about the same level as in the fourth quarter of 1957, 


Transactions in Canadian portfolio securities led to a net inflow of $145 million. Trade in out- 
standing issues resulted in a net outflow of $3 million and retirements of foreign-held Canadian debt 
amounted to $16 million, the lowest figure recorded in any quarter since 1953, Against these outflows of 
capital there were receipts of $164 million representing the proceeds of new issues sold to non-residents. 
This figure was well above the levels of the third or fourth quarters of 1957 but greatly below the peak 
of $293 million reached in the second quarter, In the preceding period it is necessary to go back to the 
first quarter of 1956 to find a smaller figure. Provincial governments were the largest external borrowers; 
followed closely by corporations. A somewhat greater spread between interest rates in Canada and in the 
United States was probably a factor contributing to the larger volume of new issues sold abroad, The in: 


crease in new issues sold abroad occurred despite a decline in gross new issues. 


Transactions in foreign portfolio securities led to a net capital inflow of $8 million as a result 
of trade in outstanding issues, purchases of new issues and retirements. ) 


ne 


A feature of the Canadian balance of payments in the first quarter which has been absent since 

150 was the extension of Government credit to an overseas Government. Advances to cover purchases of 
(nadian wheat by India amounted to $16 million. There were no repayments due during the quarter on Canada's 
tive post-war loans, but the regular quarterly principal repayment of $7.5 million was made by the United 
ngdom in respect of the $700 million interest free loan of 1942 on which the balance outstanding now 

i? to $22.5 million. 


Canadian dollar holdings of non-residents were reduced by $23 million during the quarter. More 
tan half this decline was in holdings of residents of the United Kingdom. 


A capital outflow amounting to $39 million also occurred from the exchange transactions of the 
(vernment of Canada, including the operations of the Exchange Fund Account. Official holdings of gold and 
Uited States dollars, expressed in terms of United States currency, were increased from $1,828.3 million at 
[cember 31, 1957, to $1,867.7 million at March 31, 1958, 


Other capital movements appear on balance to have resulted in an inflow of $141 million; large in- 
tows in this item also occurred in the first quarters of 1956 and 1957. 


The Canadian dollar strengthened on the world's exchange markets over the first quarter although the 
: ae was not as pronounced as the decline which occurred through the fourth quarter of 1957, The 
osing quotation for the United States dollar in Canada in 1957 was 98.41 cents; at the end of the first 
arter it was 97.44 cents. The high during the quarter was 99.16 cents reached in early January, and the 
osing rate was the low for the quarter, giving a trading range of 1.72 cents, The noon average for the 
garter was 98,11 cents; this compared with 96.82 cents for the final quarter of 1957. 


Summary of Capital Movements, by quarters, 1956 - 1958 
(millions of dollars) 


Oy epee es eee OST. APE Bs ee enon 


| Fourth First Second Third Fourth First 
Quarter Quarter Quarter Quarter Quarter Quarter 
[rect investment in Canada + 185 + 95 + 155 +7120 ao LG YS) Pe NS, 
Irect investment abroad yds’ 28 - 15 - 15 - 5 - 5 
(nadian securities: 

Trade in outstanding bonds - 12 - 8 - i - 14 - 13 - 1 
Trade in outstanding stocks + 29 + 41 + 48 + 44 + 7 - 2 
New issues + 211 + 258 + 293 + 140 + 71 + 164 
Retirements SP - 42 - 40 = 44 - 26 - 16 
Freign securities + 17 a ae + 16 + 9 + 6 + 8 
lans by Government of Canada: 

Drawings ~ - - - - - 16 
Repayments + 34 + 7 + 20 + 7 + 16 + 7 
(nadian dollar holdings of 

foreigners + 5 - 33 ae 27 + 97 + 18 = ~23 

| 

(ficial holdings of gold and 

foreign exchange (increase, -) ~\ 27 + 13 = 22 oe. ten S, = 39 
Cher capital movements =, 35 *, 120 to os. =. 121 = ~34 + 141 


Nt capital movement financing 
Current account deficit 


| eR Rn Nene 


| 
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Unprecedented increase in Canada's foreign debt 


The Bureau's estimates of long-term investment in Canada owned by non-residents and of Canadian Ea 
long-term investment abroad at the end of 1956 have now been completed and are given in summary form in an 
accompanying statement. Complete industrial detail will be published in the annual report on "The Canadian 
Balance of Payments, 1957, and International Investment Position", together with preliminary estimates of © 
totals at the end of 1957. 


Among the features revealed in the statement is an increase in the year 1956 alone of over S2 
billion in non-resident long-term investment in Canada. Direct investment grew by $1,104 million, foreign 
holdings of government and municipal bonds by $266 million, other portfolio investments by $535 million and 
miscellaneous investments by $180 million. These increases totalled $1 billion more than in 1954, the year 
of largest increase heretofore recorded. Total long-term investment in Canada by foreigners more than 
doubled in the eight years since the end of 1948 to reach nearly $15.6 billion at the end of 1956, There 
has been a further substantial increase since that time. 


Reflecting mainly the net inflows of capital and the retention of earnings accruing to non-residen 
owners, the long-term investment in Canada by residents of the United States increased in 1956 by 15 per 
cent. Investments of the United Kingdom rose by 13 per cent. But these growths were outpaced by the rise i 
investments of residents of other overseas countries which grew by 32 per cent in the year to more than 
double their total at the end of 1952. 


The above changes in investments by non-residents have had pervasive effects upon the ownership 
and control of Canadian industry with so much of direct investment in branches and subsidiaries controlled 
abroad and of other investments in Canadian industry. The non-resident investments have been spread among 
most fields of business but are most concentrated in those areas of industry where large amounts of capital 
are invested such as in petroleum in all its branches, in the development of other minerals and natural 
resources, and in large scale manufacturing. As a result more than four-fifths of the petroleum industry 
is controlled abroad while in the rest of mining the ratios of non-resident ownership and control are well 
over one-half, And in the broad sphere of manufacturing, excluding petroleum refining, the ratios are not 
far from one-half, but well over one-half in the case of control if petroleum refining is included. It is 
in the corporate sphere of Canadian businesses engaged in commodity production that the non-resident in- 
vestments are heaviest and are usually accompanied by control. In contrast non-resident control is generail 
absent in the non-corporate spheres like agriculture, small scale merchandising, or utilities operated by 
governments and municipalities, although there has of late been again a growing non-resident ownership of 
bonds issued by provincial and municipal governments as well as corporations. 


Canadian long-term investments abroad have also grown somewhat, rising on balance by $89 million 
during 1956 to nearly $4.5 billion. It should be borne in mind that this figure cannot be set directly 
against the total of non-resident long-term investments in Canada, because non-residents have a substantial 
equity in Canadian long-term investments abroad through their ownership of Canadian corporations. This 
equity amounted to $770 million at the end of 1956. The existence of this non-resident interest tends to be 
overlooked in per capita comparisons of Canadian and United States investment abroad, The beneficial 
Canadian interest in long-term investments outside Canada of $3,696 million amounted to more than $225 per 
capita. On the other hand long-term investments outside the United States owned by residents of that 
country were about $40 per capita greater, Foreign long-term investment in Canada by all non-residents 
represented a claim of over $950 per capita of Canadian population. The corresponding United States 
liability was under $90. 


Taking into account all Canadian external assets and liabilities other than short-term commercial 
indebtedness and holdings of blocked currencies, Canada's net international indebtedness is now calculated 
to have been $9,8 billion at the end of 1956, having risen from $3.7 billion since the end of 1949. 


Additional borrowing in 1957 brought the figure to over $11 billion, and a further increase is indicated by 
developments thus far in 1958, 


:. 


a ae 


Selected Statistics of Canada's International Investment Position, 1945 - 1956 
—eSava[w___————— ee _tivestment Position, 1945 - 1956 


(millions of dollars) 
ee 
| 1945 1949 (1) 1953 1954 1955 1956 
ee. 


\OREIGN LONG-TERM INVESTMENTS 
N CANADA OWNED BY: 


ALL NON-RESIDENTS 


Direct investments 25 71s 3,586 6,003 6,764 7 25 8,829 
Government and municipal bonds 1,662 L3755 2,087 2,056 1,868 Desc 
Other portfolio investments 25433 22320 2,904 35,63 35237 STH 
Miscellaneous investments 284 302 467(2) 561 641 821 
| TOTAL 7,092 7,963 11,461 NW Sys TS 40775 15,556 
RESIDENTS OF THE UNITED STATES (3) 
Direct investments 2,304 3,095 5,206 Sy (kes 6,516 7,364 
Government and municipal bonds 1,450 1,534 1,870 L822 1,639 Te S7Al 
Other portfolio investments 1,106 L207 Isis 7/ Sy pse: 17538 2075 
Miscellaneous investments 130 170 257 (2) 302 367 475 
TOTAL 4,990 5,906 8,870 9,664 10, 280 Li 785 
RESIDENTS OF THE UNITED KINGDoM(3) 
Direct investments 348 428 612 759 884 1,042 
Government and municipal bonds 157 IU/L 150 144 141 152 
_ Other portfolio investments 1,160 LS O51 SiG, Hyals7 L167 1,299 
Miscellaneous investments 85 67 116 (2) 137 157 168 
TOTAL S750 Lave) 2,008 2 2,349 2,661 
RESIDENTS OF ALL OTHER COUNTRIES 
Direct investments 61 63 185 218 325 423 
Government and municipal bonds 335) 50 67 90 88 AG) 
Other portfolio investments 167 162 237, 203 312 398 
Miscellaneous investments 69 65 94(2) r 22 117 178 
TOTAL 352 340 583 703 842 PS LLo 


(NADIAN LONG-TERM INVESTMENTS (4) IN 
LL FOREIGN COUNTRIES 


Direct investments 720 926 1,485 1,628 1,749 1,903 
Portfolio investments 621 638 869 (2) 926. 993 998 
Government of Canada credits 707 2,000 ihe 7h VET /O}S) L3635 1,565 
| 5 TOTAL 2,048 3564 Hh BW) 4,259 4,377 4,466 
| 
NITED STATES 
_ Direct investments 455 WZ. U5 27 1,240 iy siohil LAO 
Portfolio investments 409 443 564 (2) 579 628 635 
TOTAL - 864 1,164 1,691 1,819 1,929 2,042 
NITED KINGDOM 
Direct investments 54 59 104 119 131 139 
Portfolio investments 5S 40 29 Bil 46 48 
Government of Canada credits 561 1,434 1292 1,247 e202 157 
TOTAL 668 1.533 Pea 5 L397 1,379 1,344 
LL OTHER COUNTRIES 
Direct investments PIA 146 254 269 By. 357 
Portfolio investments 159 155 276 316 319 B15 
Government of Canada credits 146 566 486 458 433 408 
TOTAL Syil(s) 867 1,016 1,043 1,069 1,080 


Ea a a nS ee eb eT re ee 
NTES: Data represent book values. As the fiscal year-ends of some corporations do not correspond with the 
La calendar year, comparisons of year to year changes with balance of payments data should be made with 
caution, The estimates are also affected by reclassifications between direct and portfolio series 

| and by accounting adjustments in the basic data, Figures for 1956 are subject to revision, 


(1) Prior to 1949 Newfoundland was classified as an "other country". 

(2) New series not strictly comparable with earlier years. 
(3) Including some investments held as nominees for other countries. 

(4) Excluding investments of insurance companies and banks, and subscriptions by the Government of 
Canada to the IBRD, IFC and IMF, but including the equity of non-residents in assets abroad of 
Canadian companies amounting at the end of 1956 to $770 million, 


QUARTERLY ESTIMATES OF THE CANAD 


Note: Data for md are preliminary 
19 506 
I LE III Iv 
A Current Receipts 
1 Merchandise exports (AdjUSted) ......-.cecceeeeeeeeeteneetseeseteseeeeeeeny i; 051 1, 263 1, 24,6 1; 273 
3 Gold production available for EXPOFt .........:: cece at 40 38 35 
4 Travel EXPeNditures ........cccscscscssseeseseeeeeeeseceeestscsessesseneeeneecneneaty 26 65 191 54 
5 Interest and dividends ..........-.::ecscessesseecteseeeeresesesneneseecensaenenees 35 39 25 yf 
6 Freight and Shipping .........ssscscsscsesseecessnesneseessesnecsessseneerenneeneey 102 115 LL 116 
7 Inheritances and immigrants’ funds ..........::::eeees ee 17 28 26 27 
i! All other current receipts .........c.ccescecsccessseecesecsssnsenetteeeseeeeneees 91 t12 108 119 
12 Total Current Receipts” ye ee en eae 1,359 1,662 L325e 1, 665 
B Current Payments 
1 Merchandise imports (adjusted) ...........cceeeeeeee ee eeeserseeeeteeeteeseees 1; rhe 1, 541 1, 350 1,434 
4 Travel EXPeNCItUFES. «2.ccccaneectsc-tpdetdionscvensyrkesorcenteetateennltoeeees 22 153 169 103 
5 Interest and dividends ..........:.....::::::eeceeeseeeeeeeseeeeeeeeentereseeereeenes 112 116 ga 181 
6 Freight and Shipping ............:ccccccceeeseereeseeseeeseeeseeeneettneneeeenees a7 134 131 134 
7 Inheritances and emigrants’ funds .............:::::ececeeeesseeeeet eres 25 28 29 30° 
9 Official ContribUtiONS |...c.-c--c-cceccsseeesectees eae secdeneescee ese reneenenbiester 9 10 5 6 
ital All other Current DAYMENtS ...-0..... cee cece sseseeeeeeecneeterceeeaeeeessenes U2 135 150 147 
12 Total Current Payments ..............0.c cece cccc esse ceecteseceeeeeeeeeeeeeees 1, 722 29 097 1, 955 25 035 
Balance on Merchandise Trade ..............ccccceecceseeeceeneeeeeeeseeeeees - 191 - 278 - 104 - 161 
Balance on Other Transactions, excluding B 9 ................4- med 163 - 7 - 99 oa 203 
Official GontributlOnse ewe cce terrae ces ees nceciee eee ree ra 9 - 10 oe > a 6 
Cc Current Account Ballance ................0.2.-..00:..c0ssecceeececsnsseseesoorecesenenes = 363 - 435 - 204 - 370 
D Capital Account 
Direct Investment 
1 Directunvestment: in Came Gas erro ee eee secon eh meee eee + 121 + 169 + 120 + 185 
2 ID OCSXen WTAE VOLE EN OPLOENG | coctnansosunacente nonsas4cenoongebonsooocoasnc danas: - 66 = 5 - 24 - 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................06 . 46 - U be 8 - RL 
3b Trade in outstanding common and preference stocks ...... 7 ok +57 aaa. +7 
4 ING WiLSS UC Se eer os essee ae caters aniae cee ee oct anise eomttes sees iemienee ce pmol + 181 + 178 + 2l1 
5 RO LITE Me MES meee aaa race ae ecco cent ae seem ane - 71 - 23 - 24 - 22 
Foreign Securities 
6 Trade InsoutstandINn ea SSUCS meee ee ecco eee re eet cera = MLO +0 + 10 + 
ck ING@W WSSUGS or eee ccs een te seeteee nas Renee eee aoc Onan na wun cee esareeN letters ox i ore 5 hag 3 = 6 
8 FLOUIFeNCNES eet ae ee tae nceere, - He = a 
Loans by Government of Canada 
9 ID) GP AVON (ets) oerconoce: doe sodaneenocd sah eae oneuendsdoscoubocgdheee Gaceeseecct toon desc odosn ae F aa ou x 
10,11 RG Na yMents erhos.cke cogcoses cm eecseee Men eoew a eee Debe se aademoauienss e 7 acciysr 2 as 7 + 4 
14 Change in Canadian dollar holdings of foreigners ................ - 23 — > — 3 = 5 
16 Change in official holdings of gold and foreign 
eXxChanee CAnCreasG sMIMUS ine eens ates co oeecesdee nce, een comes aes - 30 — 5 - 27 
17 @therscapitalimovements y seeseetne ce srese te esses seats ee oes wea 7 19D pret 2 - 122 ss 35 
E Net Capital’ Movement... (te ss Re ae 564 yey tebe, + 204 + 370 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
B 1) ‘*The Canadian Balance of Internationa] Payments’’. 


A11)This item includes government transactions n.o.p., 
persona] and institutiona] remittances, mi ] ance trans- 
B 11) actions, and business services. bamtiaticer oe te 


‘ 


| 


« 
i 


A minus sign indicates an outflow of capita] from Canada. 
'1,2 Exclusive of undistributed profits. 
‘17 This item includes mainly short-term capita] movements in the fori of changes in internationa] open account commercial indebtedness, 


ata for 1956are subject to revision. 


ANCE OF INTERNATIONAL PAYMENTS 


Ca: Me Sa | 1958 Annual Totals Four Quarters 
Endi 
I II III IV I 1955 1956 3=—s-:1957 Mar .31, 1958 
(millions of dollars) 

,102 1,215 1,308 1,284 1,087 4y332 —h4y833. 49094894 
a 31 27 50 Ad 155 150 ay Beira, 
30 7? © 199 56 31 328 336 362 Bes Ih: 
25 40 31 55 24 160 140 151 502, he 
om 103 # 107 7 9, 398 450 421 ya 
23 32 23 18 86 98 120 WE ae 
108 103 89 85 84 391 430 385 361 x 

L432 1,621 1,793 1,650 1, 382 5,850 6,437 6,495 6,446 | 12 

19328 «1,518 1,351 1,290 1,156 4y543 5,567 5,487 = 5,315 |, 
100 143 77 103 101 L443 498 523 524 js 
a29 148 136 200 126 483 530 613 610 : 
10943 129 112 % 415 498 493 478 é 
27 30 31 32 25 105 Me 120 118 : 

5 g 7 18 10 24 30 38 43 5 
m0 80155 148 151 163 529 574, 604 TU Pe es 

9848 2,145 1,979 1,906 1,675 6,548 7,809 7,878 Te f09 | 45 
226 - 303 - 43 - 6 - 69 - 211 - 734 = 578 - 421 
meee 213 = 136 «|| 232 - 24 - 463 - 608 - 767 - 795 

a= S = F =~ 18 - 10 - 24 - 30 - 38 - 43 
17 2-524 - 186 - 256 =3293 - 698 -1,372 -1,383 -1,259 |c 
D 
9 +155 +120 + 155 + 75 417 + 595 + «525 505 1 
20 15 Aopen 5 2505 = % llo 0+ (55 - 40 2 
Mele 2-2) *—..13 st =d65, $122 ~ 36 e290 3a 
Met 8 + Lt 7 aa 32 P1984 -* 195. 4.440 + 3b 
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private and chartered bank holdings of exchange, and Joans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capita] movements and errors and omissions throughout the accounts. 
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SECOND QUARTER, 1958. 


Canada's current deficit from transactions in goods and services with other countries in the first 
alf of 1958 was $600 million compared with $955 million in the same half of 1957. Deficits of $289 million 
nd $411 million in each of the first and second quarters were both substantially less than $427 million and 
528 million in the corresponding quarters of 1957, or in 1956, but were still higher than in any year before 
956. 


The general pattern of the balance of payments in the half year was broadly similar to that in 
ach quarter. The leading change in the half year and in each quarter has been the sharp contraction in the 
mport balance. This part of the deficit has been much less than in the first half of the two previous 
ears. The balance of merchandise imports this year of $145 million was between one-quarter and one-third of 
he balance from the same source last year. In contrast large deficits continued to result from other trans- 
ctions than merchandise trade. In the half year the deficit from this source of $455 million compares with 
426 million in the same period last year. But this year it makes up about three-quarters of the deficit, 
hereas last year it was well under half in this same period, although in the full year the ratio was more 
nan this. The increase in this part of the deficit is much more moderate than in 1957 when the rise over 
956 was almost one-third. 


The reduced deficit on merchandise account is the joint result of slightly higher exports of 
erchandise and substantially less imports of merchandise, The maintenance of the deficit from other trans- 
ctions in the second quarter and the increase in the half year is the result of various trends in opposite 
irections. Contributing to the larger deficit in the half year have been increased net payments on account 
li official contributions, travel, migrants' funds, and other current transactions, Adverse trends in these 


ems more than offset reduced deficits on income, and freight and shipping account, and larger receipts from 
vid. 


| In each quarter a prominent factor influencing the reduced deficit was the sharp reduction in 
aports of commodities appearing generally related to business investment in Canada, But other imports and 
spenditures abroad continued to be very substantial accompanying the high levels of activity in the economy. 
‘owing indebtedness abroad and high personal incomes and public investment continued to give rise to heavy 
madian expenditures abroad on services and other non-merchandise transactions. Although the total value of 
‘ports was more than sustained by special circumstances affecting several commodities, there was reduced 
mand for many leading export staples, particularly for some metals, minerals, and forest products sold to 
le United States. 


As shown in the more detailed comment which follows later, the declining current account deficit 
's accompanied by lower levels of capital inflow in long-term forms, and in relative terms the financing did 
tt differ greatly between the first half of 1957 and 1958. Movements in the long-term forms shown separat- 
Yy in balance of payments statements fell 29 per cent in the six month comparison, compared to a decline of 
j per cent in the current account deficit itself. 


See ee eee 


lepared in the Balance of Payments Section, International Trade Division. 
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Accordingly movements in short-term forms on balance played a smaller role in 1958 in both absolute and 
relative terms, than in 1957, although an outflow of $92 million for increased official holdings of gold 
foreign exchange compared with $9 million in the preceding period was a notable element. 


Sharp contraction in deficit from merchandise trade 


“In both the first and second quarter a sharp contraction in the merchandise trade balance from 
the exceptional imbalance of 1956 and 1957 constituted the outstanding change in the current account. In 
the first and second quarter this year the import balances on merchandise account were $66 million and $79 
million respectively, compared with $226 million and $303 million in the corresponding quarters of 1957. 
the first quarter of 1958 this chenge was entirely due to the fall im imports as exports were also slightly 
lower but in the second quarter a gain in exports contributed some $62 million as well as the continued su 
stantial fall in imports of $162 million from the previous year. 


sii allel 


In the half year the excess of merchandise imports over exports amounted to $145 million com- 
pared with $529 million in the first half of 1957. Of this change of $384 million a rise in exports was 
responsible for $47 million and the fall in imports for the remaining $337 million. 


NAT 


The rise in Canadian exports in the second quarter of 1958 of some 5 per cent over the same 
period of 1957 followed a slight decline in the first quarter. There was consequently a small rise of about 
2 per cent when the half year is compared with 1957. This continued to be the result of a variety of trends 
in opposite directions in the case of many leading commodities. There were some relatively concentrated 
increases in such commodities as grain, uranium, cattle, aircraft, and farm machinery. These were mainly 
responsible for more than offsetting the numerous instances of declines. Among the more prominent declines 
in exports were metals and minerals like petroleum, aluminum, and most other base metals, iron ore, and 
asbestos, and leading forest products like pulp and paper. , 

The total of exports was more than sustained by larger shipments overseas with the United States 
taking about 57 per cent compared with about 60 per cent in 1957. More exports went overseas than in the 
previous year and the increases were chiefly to the United Kingdom, to other Commonwealth countries in Asia, 
and to some European countries. These increases were mainly due to larger exports of grains and to con- 
centrations of deliveries of aircraft to destinations like Germany and Belgium. Trends in other commodities 
to the United Kingdom and Europe were mixed but demands for some industrial materials to these destinations 
continued to be strong. In contrast some of the larger contractions in exports were in commodities to the 
United States, but the effects of these on the total were moderated by the sharp rises in uranium and cattle 
to that country and the total exported to the United States was only slightly down. Declines were apprec- 
iable to some other countries such as in grains to Japan, and to some countries of Latin America, but these 
were partly due to abnormal items like ships to Panama in the previous year. 


The reduction in merchandise imports which occurred in the second quarter was somewhat less than 
in the preceding quarter, although the decline from the high level of the second quarter 1957 was still of 
substantial proportions, amounting to 10 per cent. In the half year the decline was some 11 per cent. The 
declines continued to be most concentrated in groups of commodities which have been subject to the greatest 
expansion during the last few years of exceptionally high business investment such as machinery and equip- 
ment for industry, and primary and secondary steel. But reductions have also occurred in imports of other 
commodities as well, such as industrial materials accompanying declines in production or reductions in 
inventories of materials. Imports of coal and crude petroleum were also down appreciably but less signif- 
icant changes have occurred in imports of consumer goods. 


By far the largest part of the reduction has been from the United States, both in the second 
quarter and the half year. In contrast, imports from the United Kingdom were slightly higher and the 
declines in imports from the rest of the Sterling Area and from other countries were relatively small. 


Moderate rise in large deficit from services and other non-merchandise items 

The deficit from services and other non-merchandise transactions, constituting the major part of 
the current account deficit this year, continued to grow to $455 million in the half year but more moder= 
ately than in the previous year. While some of the factors leading to fluctuations having notable effects 
upon this deficit are sporadic and non-recurring, the major portion of the deficit continues to originate in 
basic unbalance of substantial size in the three accounts; travel, interest and dividends, and all other 
current transactions with deficits in the first half year of $138 million, $193 million, and $161 million 
respectively. While dividend transfers by subsidiaries in Canada to parent companies abroad were lower than 
in the same half year in 1957 there were at the same time some substantial non-recurring payments on govern- 
ment account, Although there were lower dividend transfers by subsidiaries it is notable that capital 


repayments by this group of companies were growing during the period and these are reflected in the capital 
account. 


The diverse trends influencing the larger deficit from non-merchandise transactions had the nt 
following outlines and origins. Exports of goods and services financed by official contributions by the © 
Canadian Government continued to rise over the previous year, The chief of these contributions was again 
the Colombo Plan. There was, in addition, wheat provided to Pakistan and flour to the Middle East. Migrant: 


tee. 


pared to a surplus last year, when immigration 
The deficit on 


ge rises in recent years. The group "all other current 
ceceipts and payments" led to a substantially much larger deficit this year as expenditures on defence 


installations in Canada fell and non-recurring Canadian government payments abroad rose, 


Trends working in the opposite direction offsettin 
yalance were reduced deficits on income and on freight and s 
vailable for export. The reduced deficit on income account was due to smaller dividend transfers by sub- 
idiary companies as dividends paid to non-resident shareholders by public companies were maintained and 
nterest payments on Canadian bonds held abroad rose by over 20 per cent, again reflecting chiefly the sub- 
stantial sales of new Canadian bond issues abroad in earlier periods. On freight and shipping account the 
sreater declines in payments than in receipts partly reflected the sharp drop in the volume of imports, but 
this was also influenced by the contraction in imports of fuels and other commodities on which freight costs 
ire heavy. The reduction in receipts in face of the overall rise in exports was influenced by changes in the 
composition of export commodities as well as the reduced Canadian merchant marine, The increased gold avail- 


ible for export this year reflects rising production and the temporary effect on the item last year of 
\lterations of refining facilities, 


8 part of the above increase in the payments 
hipping accounts and larger amounts of gold 


Summary of Current Transactions with the 
United States, United Kingdom and Other Countries, 1957 and 1958 


(millions of dollars) 


| . All Countries United States United Kingdom Other Countries 
1957 1958 1957 1958 1957 1958 1957: 1958 
econd quarter 
erchandise exports (adjusted) dig ag AN OS) Ie AV hi 25 719 180 207 310 Sisyil 
erchandise imports (adjusted) ily Syl) eS Or el OS 938 144 149 290 269 
} 
alance on merchandise trade - 303 - 79 - 359 - 219 2 SS) + 58 eZ) aa tely2 
alance on non-merchandise trade - 225 232) eee O71: - 176 = 7 - 23 = 27 - 33 
irrent account balance - 528 a. oi - 550 - 395 xe 2) a Oe - 7 as (fe, 
anuary to June 
srchandise exports (adjusted) 23st 2,304 1.379 1,368 343 364 ct em 632 
‘rchandise imports (adjusted) 2,846 2,909 * 25084 1,767 258 262 504 480 
alance on merchandise trade - 529 - 145 - 705 = 399 Fo) + 102 ne iL eg lisy 
\lance on non-merchandise trade ~- 426 - 455 - 328 - 321 - 32 puke - 66 - 79 
rrent account balance - 955 - 600 -1,033 - 720 RNS, + 47 eae fo 
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Transactions by areas 


The principal change during the half year in the bilateral distribution of Canada's current 
account was a sharp fall in the current deficit with the United States to $720 million from $1,033 million, 
Along with this was an increase in the surplus with overseas countries to $120 million from $78 million. The 
reduction in the deficit with the United States was distributed fairly evenly in both the first and second 
quarters whereas the increase in the surplus with overseas occurred entirely in the second quarter. 


The deficit with the United States was about 70 per cent of that in the same period of 1957 and 
also less than in that part of 1956, but was still higher than in any earlier half year. Almost all of the 
contraction occurred in the import balance from merchandise trade, The deficit from non-merchandise trans= 
actions of $321 million with the United States remained close to the level of the previous year with most of 
this continuing to originate in this period in the leading accounts shown in the balance of payments. | 


The increased surplus with all overseas countries was concentrated in the accounts with the Rest 
of the Sterling Area and with the OEEC countries, There was a small decline in the surplus with the United 
Kingdom and a rise in the deficit with other countrics. 


The reduced surplus with the United Kingdom resulted from a considerable increase in the deficit 
from non-merchandise items as the surplus on merchandise trade was greater. This change was due in part to 
non-recurring settlements included in all other current payments, and smaller receipts on shipping account 
and from transfers by immigrants. 


The rise in the surplus with countries other than the United States and the United Kingdom shown 
in the accompanying summary statement chiefly originated in merchandise trade with the Rest of the Sterling 
Area, One of the leading factors contributing to this was the rise in exports to Commonwealth countries in 
Asia which was chiefly due to larger shipments of wheat to India financed from the Canadian loan to the 
Government of India referred to in the note on the capital account, There were also larger exports of wheat 
and other commodities financed by contributions from the Canadian Government including the Colombo Plan ,whicl 
contributions were almost twice as high as in the previous year. 


Capital movements 


Capital movements taking the form of direct investment, portfolio security transactions, and 
official loans resulted in an inflow of $357 million in the second quarter of the year, or about 15 per cent 
more than the current account deficit in this period. The total was substantially greater than for any 
similar period covered in the quarterly estimates which began with 1950, with the exception of 1956 and 1957, 
In the first quarter the capital import in these forms totalled $220 million which was about 24 per cent Less 
than the current account deficit, This was the only second quarter within this period in which a current 
account deficit was more than covered by capital inflows of the type listed, although in the second quarter 
of 1952 there was an exceptional current account surplus. 


For the first six months of 1958 capital inflows for direct investment, portfolio security trans- 
actions and official loans totalled $577 million equivalent to 96 per cent of the current account deficit. 
In the comparable period of 1957 the figures were $812 million and 85 per cent. The composition of the 
inflow was broadly similar in each period, although the amounts were smaller. Net direct investment move- 
ments, which fell by 25 per cent, accounted for 22 per cent of the total capital movement in the first half 
of 1957, 27 per cent in 1958. Portfolio security transactions, which fell by 27 per cent, accounted for 60 
per cent and 69 per cent respectively of the total capital movement in the first six months of 1957 and 1958 
Intergovernmental loan repayments, representing 3 per cent of the total inflow in the first half of 1957, 
were completely offset in 1958 by new extensions of credit. 


The net inflow of capital for direct investment in foreign-controlled enterprises is estimated to 
have amounted to $90 million in the second quarter of 1958, or about $5 million more than in the first 
quarter. But while the first quarter movement was only $6 million lower than in the corresponding period of 
1957, the second quarter movement was $73 million lower, and the total of $175 million for the first half of 
1958 was down sharply from the inflow of $254 million in the first six months of 1957. It is necessary to & 
back to 1952 to find a smaller figure for the first half. Comparing the first half of each year, the declin 
in 1958 was greater in the case of overseas countries than the United States, due to special inflows of a no) 
recurring character from overseas in 1957, About four-fifths of the net movement in 1958 and somewhat under 
three-quarters in the corresponding period of 1957 was from the United States. Inflows to the petroleum 
industry fell to about three-quarters of their level in the first half of 1957, but inflows for mining 
operations doubled, and the net movement to these industries was not greatly different in the two periods. 
On the other hand net inflows to manufacturing, merchandising, and other concerns all dropped sharply, 
reflecting both reduced inflows and increased repayments of capital, 


The net outflow of capital from Canada for direct investment abroad is placed tentatively at $5 
million in the second quarter of 1958, compared with $10 million in the first quarter. This net movement of 
$15 million is down sharply from the total of $42 million for the first half of 1957. 


h 


Sw 


Transactions in Canadian portfolio securities led to 
second quarter of 1958 following an inflow of $146 million in the first quarter, While higher than the 
inflows in the third and fourth quarters of 1957, these movements were well below those in the corres- 
ponding quarters of that year. The net inflow in the first six months of 1958 totalled $410 million and 
reflected new issues of $461 million, offset by repurchases of $9 million outstanding Canadian bonds and 
stocks and by retirements of $42 million foreign-owned Canadian securities, It compared with $570 million 
in the first half of 1957 and $177 million in the second half of that year. 


a net capital inflow of $264 million in the 


The principal reasons for the change from the first half of 1957 to the first half of 1958 were 
smaller sales to non-residents of new issues of Canadian securities and of outstanding Canadian stocks. New 
issues totalling $461 million were $99 million smaller than in the first half of the preceding year. This 
decrease reflected lower levels of industrial investment activity; Sales to non-residents of new issues of 
governments and municipalities rose by $120 million, but new issues of bonds, debentures and stocks of 
Canadian corporations fell $219 million, Figures compiled by the Bank of Canada show total new Canadian 
corporate issues of $1,120 million in the first half of 1957 and of $673 million this year, The new issues 
sold to non-residents represented 37 per cent in the first period and 28 per cent in the second. Sales of 
outstanding Canadian stocks, which had led to significant net imports of capital for some time past resulted 
in the first half of 1958 in a net inflow of only $3 million, in sharp contrast to the net inflows of $87 
| million and $50 million respectively in the first and second halves of 1957 


All transactions in foreign portfolio securities led on balance to a capital outflow of $1 million 
in the second quarter, reducing the inflow for the six months to $7 million. 


, During the quarter Canada advanced a further $8 million to cover purchases of Canadian wheat by 
India, bringing the total in the six month period to $24 million, There were principal repayments by the 
United Kingdom on the 1942 loan to that country and by Belgium, the Netherlands, and Norway on loans made 
under Part II of the Export Credits Insurance Act. These repayments totalled $17 million in the second 


_quarter, and together with the repayment in the first quarter by the United Kingdom equalled the extension 
, of new credit to India in the half year. 


Canadian dollar holdings of non-residents rose by $39 million during the second quarter. This sub- 
stantial inflow had not been exceeded in any quarter since 1953. Most of the increase occurred in holdings 
of residents of the United States. In the first quarter there was an outflow of $17 million, when reduc- 
tions in holdings of residents of the United Kingdom contributed largely to the change, 


A capital outflow of $53 million occurredfrom the exchange transactions of the Government of 
‘Canada, including the operations of the Exchange Fund Account, during the second quarter, This outflow 
_followed a similar movement of $39 million in the first quarter, and the official holdings of gold and 
United States dollars, expressed in terms of United States currency, rose from $1,828.3 million at the 
| beginning of the year to $1,921.4 million on June 30. 


Other capital movements resulted, on balance, in an outflow of $32 million in the second quarter, 
/It has been customary for a substantial inflow to arise from these movements in the second quarter. In 1952 
_there were significant outflows, but it will be recalled that restrictive bank lending policies were in force 
_in Canada through most of the previous year, and these had contributed to inflows which more than offset any 
withdrawal of the speculative inflows of 1950; as credit restrictions were progressively relaxed and as the 
Canadian dollar strengthened in 1952 there were substantial reversals of the inflows of the two preceding 
years, But with this special exception, there were until 1958 net inflows from "other capital movements" in 
the second quarter of each year since the establishment of regular quarterly estimates in 1950; in the five 
_years 1953 to 1957 these inflows ranged between $41 million and $111 million, and they averaged $84 million. 
‘These figures include a variety of capital movements, the most important of which are usually changes in 
bank balances and other short-term funds abroad (excluding official reserves) ,and changes in loans and 
accounts receivable and payable. 


The Canadian dollar continued to strengthen on world exchange markets during the second quarter 
of 1958. The quotation for the United States dollar in Canada fell from 97.44 cents at the beginning of 
|the quarter to 95.91 cents at the end. The high during the quarter was 97.41 cents and the low was 95.75 
cents. The noon average for the quarter was 96.64 cents which compared with 98.11 cents in the first 
quarter and 95.62 cents in the corresponding period of 1957. 


| 
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QUARTERLY ESTIMATES OF THE CANADI 


‘| 
Note: Data for 1958 are preliminary and 


1956 1957 
; Beas ee *" ee es . IV Hs 
t = 
A Current Receipts 
1 Merchandise exports (AadjuSted) .........cccceececeneneeeeerrrrnersaees 1,262 1,247 1,277 lie 
3 Gold production available for EXPOFt .......::::c:eceseeeetseeteeeee 40 38 a5 39 
4 Travel. GXPENGUUTES :daeansncteeetteeptilasoregescdeamises soaye Wiaanehe cee ae 65 191 55 b 2 
5 Interest-ahd dividends #4525, hen cncoens. a oe 39 25 AA. 25 
6 Freightuand shipping) Gauee eas Se aA ; IB 120 120 10, 
7 Inheritances and immigrants’ funds ..............::c::csceeeeeenereee 28 26 28 25 
11 All ottisrcurrent TreCeipts nae e eee eS eaetatees 114 110 124 1 
12 TotakGument. Receipts (6... 5 oe ee 1,663 1,757 1,680 1, Ag 
B Current Payments 
1 Merchandise imports (adjusted) A..... 2a A kad a 1,542 dp 351 1,427 1,328 
4 Travelexpenditures s.s.3) GA eee re Awe 133 169 103 100 
5 intereattand Wividends. <..02 tein ee eee eee 110 128 170 129 
6 Freightond SRIDDINe 2.2. ee eee eee oa 134 132 137 109 
7 TnheritanGes and emicnamts w HUNG Si ccc ssent-teeeasee ee eene- eee emenee 28 31 31 27 
9 Cificial eontriputionss.cue. te wordnet 10 5 6 5 
11 All otherwurrent payments Modk. 2.55 Sema eco ee ee 142 157 150 166 
12 Totali@urrent: PAyiInentsS vee. nent essence te cn ee race ee eae freee 2,099 1; Sf fe) 2,024 1,864 | 
Balance-on Merchandise TraGe jcc eneec cee ere - 280 - 104 - 150 ~ 226 
Balance on Other Transactions, excluding B 9 ................5 ms 146 - 107 - 188 bt 196 , 
rticianContimationste ste wees ae eek oe - 10 - 5 - 6 - @ 
C Current. Account: Balance... sree eee see eee mee sa 436 - 216 - 344 - 421 
DB Capital Account 
Direct Investment 
1 Directhunvestment, i Canada. sche teceyen te Pe caro + 167 +116 + 181 + 9 
2 DITECHINVEStMeN tea DLO adem e-cere -o-sereretet fee ee eecste ae nea tee ee? 4 - 23 - lt - 20 
Canadian Securities ‘ 
3a Trade in outstanding bonds and debentures ...................+ - ae 8 - 2 - 10 
3b Trade in outstanding common and preference stocks ...... t a4, Hef ie Tee t 40 
4 INGW ESS UGS fost coe ere tate ee ce ter ce epee nectenen CeCe en aves F706 +179 + 200 5 264, 
5 PRO TAM OTR CLES eter eae Ne eee iio WRN tetas - 23 - 25 - 22 x 4 
Foreign Securities 
6 Trade mniOUrS bana ine eLSSUCG erst pate asesereo car een cere ees ee . 8 i ) + 22 - 10 
7 DEE WRES S WS es oes eee EO Sa rt eee cee geen Ree a 6 aa 4 ve 6 - 4 
8 Retire michits 5 ee ral hee ee eee ee = ; ss += 
Loans by Government of Canada 
9 1D) PER GTS eK eRe atic dice cdi ie ont icGh Ren hey annibanibe leis don fakin téico ac oceoe os ag a . 
10,11 RROD AIM CMUS Seiccccactca sue aaetttreence tee ac deel te tune piacorteten scab telelsniistaNi ata a +82): * + 34 + 7 
14 Change in Canadian dollar holdings of foreigners ................ a 2 oy 2 . 2. - 33 
16 Change in official holdings of gold and foreign 
ExchaneevGneneases MANUS Weecee senae. eres Cees reset eae ae - 31 =! 5 - 20 5 13 
17 Gther CaplicalemMovementswa ccs ee teen nas eee eee eee ee age Uhr E - 103 = 48 + 29 
E Net :CapitaliMovement «3... .cctec kee eee we ee za 4,36 + 216 + 344 ss 427 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual] reports om 
B 1) ‘*The Canadian Balance of Internationa] Payments’’. 


A 11)This item includes government transactions n.o.p., persona] and institutional] remittances, miscellaneous income, insurance trans- 
B 11) actions, and business services. 
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| BALANCE OF INTERNATIONAL PAYMENTS 


data forl957 are subject to revision. 


1957 1958 Annual Totals Four Quarters 
ending 
rT III IV I II 1955 1956 1957 June 30, 1958 


(millions of dollars) 


| 
| , 
| Bel5 1,308 1,28 A087 1/277 4y332 45837 4,909 4 956 1 
31 27 50 Ld, 39 155 150 147 160 3 
| 76 197 59 32 76 328 337 363 364 4 
1a 37 31 56 29 34 160 142 149 150 5 
| mM, 86.13 100 4, 98 398 Ao aed dey 405 6 
42 34 23 18 30 86 99 124 105 7 
106 91 87 84, 92 391 4A2 395 354, 11 
| 1,621 1,801 1,659 1,388 1,646 59850 6,464 6,518 6,494 12 
B 
(1,518 1,350 1,292 1,153 1,356 4543 5,565 5,488 5,151 1 
178 105 101 45 449 4% 525 529 4 
| Ue 141 181 126 130 483 523 593 578 5 
| 143 135 119 O 116 415 502 506 16d, 6 
| 30 32 33 25 29 105 115 122 119 7 
; 7 17 nD < 24 30 37 46 9 
| 166 153 162 167 170 529 597 647 652 ay 
2,149 1,996 1,909 1,677 1,957 6,548 7,830 7,918 75539 12 
eS = 166) =...99 meetime ~ *726.. 2579 - 195 
- ely - U6 -— 225 Sed ete. 207. - 463 - 608 - 78% = 80% 
yee - 7 - 1 syiio lie a bre - 2% - 30 - 37 - 16 
- ies) = 195° — 250 “eye cin - 69% 1,366 -1,400 -1,045 A 
| 
D 
» ey 129 Peo 52 +") 90 PAL Tout 5a 50 e520) + 44) 1 
- 77 t: 5 poe =) 5 eA 10). ay 65 - 38 9 
Mes - 15-5 15 adele sce a2 ae eee Ee: a 
> 1 aX ir merge th. 6 tI Son, Gator Tani? 3b 
Ha296 + 12 + «88 +166 + 295 + 166 + 667 + 790 *ROFE 4 
me23 - 45 = 28 ado 26 Bay es ee 197 - 115 5 
a9 + a7 + + 10 3 + 25 + 20 + 37 41 6 
no - 8 . F ae 3: aes! G - 48 - 18 = 23 - 24 7 
+ > |S ae ee es ie ee + 17 - + § Pind 8 
CS, Aa oe iy ogee ae saa t 69S A 69", +550 LS 10,11 
ny A att]. +)-39 + 89 - 2% - 3 + 47 14 
I 22 + 53 61 - 39 = 53 th See oe S105 + 22 16 
Ke82 — 126 27 eens) <5) 32 +20, +148 + 58 - 60 is 
* 528 +195 + 250 + 289 + 311 + 698 +1,366 +1,400 *1,045 E 


NOTES: 
'D A minus sign indicates an outflow of capita] from Canada. 
‘D1,2 Exclusive of undistributed profits. 


ae : : - in i t commercial indebtedness, 

D17 This item includes mainly short-term capital movements in the form of changes in international] open accoun , € ° 

ed private and oo eas holdings WE oe halice, and Joans between private unrelated parties. It also includes the balancing item re 
__. presenting unrecorded capita] movements and errors and omissions throughout the accounts. 


a Bs 
Summary of Capital Movements, 1957 and 1958 


(millions of dollars) 


S 1957 1958 1957 
First Second 
15 IV i Il half half 

Direct investment in Canada + 137 +129 + 85 + 90 + 254 + 266 
Direct investment abroad - 18 ae 5 =. 0 - 5 - 42 - 23 
Canadian securities 

Trade in outstanding bonds = 15 - 15 - vk - ill cole S: - 30 

Trade in outstanding stocks + 43 + Tie me 3 + 6 + 87 + 50 

New issues + 142 + 88 + 166 ta295 + 560 + 230 

Retirements - 45 SW Ke - 26 - 64 - 73 
Foreign securities ae WY) s 5 + & = Sy fame + 15 
Official loan repayments (net) +45 7 + 17 - 9 + 69> 2226 + 24 
Canadian dollar holdings of 

foreigners ee co Ee Wace DY + “SOM Wa 59 GP 25) 
Official holdings of gold and 

foreign exchange (increase, -) cre Sys} +61 \=" 39 = p35! ie 9 + 114 
Other capital movements - 126 = 27 F125 weiss Ser e7alat - 153 


Net capital movement financing 
current account + 195 +250) +269 + 311 + 955 + 445 
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THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS ~~ 
THIRD QUARTER, 1958 


In the third quarter of 1958 there was a deficit from current transactions in goods and services 
with other countries of $187 million which compares with $195 million in the same quarter of 1957, This was 
a much smaller decline than occurred in the first two quarters of the year, In the three quarters of 1958 
the deficit has totalled $795 million compared with $1,150 million in the corresponding period of 1957, In 
both periods this year similar underlying changes have occurred, 


The reductions in the deficits from last year have been entirely due to the changes in the merchan- 
dise trade balance. Deficits arising from non-merchandise transactions have continued to increase and 
accounted for more than four-fifths of the above deficit in the nine months of 1958, rising to $665 million 
from $579 million in the same months of 1957, The rise in the deficit from this group of transactions in the 
third quarter was greater than in eaylier quarters this year, Some of the factors making for a wider im- 
balance happened to be more accentuated in the recent quarter but generally mark the same kind of growth as 
has been underway over a longer period, There have been larger net payments on account of official contri- 
dutions, travel, migrants’ funds, and other current transactions which have more than offset reduced deficits 
nm income and freight and shipping account and larger receipts from gold, The reduced deficit on income 
account conceals a rising amount of interest payments on bonds held abroad and a maintenance of dividends 
paid by public companies, Dividend transfers by subsidiaries to parent companies have been more variable but 
aave remained generally high in comparison with several years ago, 


teduced balance of merchandise trade 
ee — — ————————_  _ __________ 


A variety of economic influences operating in different directions have contributed to the marked 
vhange in the merchandise balance, The emergence in the third quarter of a small surplus of $10 million in 
the merchandise account compared with an import balance of $42 million in the same quarter last year, after 
idjustment for use in the balance of payments, marks a continuation of recent trends in a quarter of the year 
when imbalance in merchandise trade has usually been lighter than in the first half of the year, The princi- 
val factor working in this direction continued to be the larger decline in imports than in exports evident 
luring the past year, Compared with the third quarter last year imports were down this year 11 per cent 
thile with exports there was a drop of 7 per cent, In the nine months of 1958 the import balance on merchan- 
lise account was $130 million compared with $571 million in the same period last year. 


A leading influence reducing imports was again the changed form this year of investment in Canada 
‘ith less emphasis on the business forms of investment which lead to imports of machinery, equipment, and 
etal materials, There were consequently declines in these groups of commodities, Imports of petroleum and 
rroducts and other fuels have also been notably lower, At the same time high levels of consumption in Canada 


ave maintained the volume of many imports, particularly of consumer goods and materials used in their 
roduction, 
| 


ke 
Tepared in the Balance of Payments Section, International Trade Division, 
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503-509-98 
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Canadian exports of merchandise in the third quarter of 1958 were some 7 per cent below the 
corresponding quarter in 1957, This contrasts with the first half of the year when the total was slightly 
higher than in 1957 partly because of substantially higher wheat shipments in the first half of this year. 
One reason for this difference in trend was the much lower level of exports of iron ore in the third quarte 
this year, a period when shipments are normally heavily concentrated. But trends in commodities continued 
to be very mixed, Drops in many commodities were partially offset by substantially larger shipments this © 
year of a few exports like uranium, cattle, aircraft, farm implements and natural gas. 


In the first three quarters of 1958 the pattern of exports was similar in many respects to that 
described above for the third quarter except that the decline amounted to only a little more than 1 per cen 
Offsetting movements were widespread, the chief gains being in wheat and flour, other grains, cattle, meat 
and fish, agricultural implements, uranium, gas, and aircraft. A few important commodities were well main- 
tained in total, including lumber, alcoholic beverages, aluminum and nickel, Declines were numerous but 
were most notable in such commodities as seeds, pulp and paper, iron ore, and ferro-alloys and other steel, 
copper, lead and zinc, petroleum, asbestos, fertilizers and ships. 


Gains to United Kingdom, Rest of the Sterling Area, and OEEC countries were offset by a small re- 
duction in the total to the United States and to other countries, Further comments on geographical distri- 
bution appear below under Transactions by Areas, 


Continuing rise in large deficit from services and other non-merchandise items 


More than four-fifths of the current account deficit in the first nine months of 1958 was repre- 
sented by imbalances in non-merchandise transactions between Canada and other countries, including interest 
and dividend payments, tourist expenditures, exchanges of business and government services, and numerous 
other items, The importance of such transactions was brought into sharp focus in the third quarter: net 
payments abroad of $197 million relating to a variety of non-merchandise items exceeded the entire deficit 
for the quarter by $10 million, Although this level of payments was seasonally lower than in the second 
quarter, it was 30 per cent higher than that of the same quarter last year, and rose at double the rate 
recorded for the nine-month period as a whole. 


Declining receipts from three major accounts contributed to the 15 per cent higher non-merchandis 
deficit over the nine-month period, Earnings from freight and shipping dropped sharply owing to the lower 
volume of exports, to reductions in ocean shipping rates, and to the fewer ships operated by Canadians, Th 
fall in exports of such bulk commodities as petroleum and iron ore contributed significantly to these re- 
duced earnings, Funds brought into Canada by immigrants declined as a result of a more than 50 per cent 
drop in the number of arrivals, In addition, there was a reduction in current expenditures in Canada on © 
defence installations by the United States Government. 


The nine-month deficit on non-merchandise accounts was also heightened as a result of increased 
payments abroad in four main categories, The level of foreign expenditures by Canadian tourists rose 
moderately in the first two quarters and more sharply in the third quarter. Official contributions to othe 
countries by the Canadian Government were considerably higher than in each of the same quarters in 19573; 3am 
Colombo Plan, shipments of wheat to India and Pakistan, and of flour to the Middle East were the most 
prominent of these, A higher level of withdrawals of funds by emigrants also prevailed, largely as a resul 
of increases in the movement of individuals and families from this country. There were increased payments 
the Canadian Government for logistic support of Canadian armed forces abroad, Lastly, some non-recurring 
government payments overseas were of considerable importance in the first half of the year. 


The full effect on the nine-months' deficit of the foregoing developments was offset in part by 4 
moderate net reduction in the aggregate of interest and divident payments abroad, Although there was a 
marked increase in the former owing to the large volume of new issues of provincial, municipal, and cor- 
poration debt sold in the United States in 1957, dividend transfers by wholly-owned Canadian subsidiaries 0 
United States firms declined substantially, This was in contrast to dividend payments to the United States 
by publicly-owned companies, which were maintained at last year's level. Reductions in payments on freight 
and shipping account accompanied the lower levels of imports during each of the three quarters, and were 
accentuated by declines in some commodities for which transportation costs are high, Increased receipts fr 
gold production available for export should also be mentioned as a factor tending to offset the deficit for 
the nine-month period, although the lower levels of output in the second and third quarters of 1957 were 
brought about by refinery alterations, For 1958 as a whole, the total for this item is not likely to diffe 
as greatly from the 1957 amount as the trend in the first three quarters. 


Transactions by areas 


A substantially reduced current deficit with the United States from $1,245 million last year to 
$860 million this year continued to be the principal factor contributing to the reduced deficit with all 
countries in the first nine months. This has been the case in each quarter this year following a trend whi 
became accentuated in the final quarter of 1957. In the nine months there has been a reduction in the sur- 
plus with overseas countries from $95 million last year to $65 million this year. A smaller surplus in the 
first quarter, along with a deficit in the third, more than offset a rise in the second quarter surplus. 


ys ae 


The sharp contraction in the import balance with the United States has been responsible for the 
reduced current deficit in the nine months. A drop in imports of 15 per cent was mainly responsible for the 
virtual halving of the import balance from $830 million to $425 million. Commodity exports to the United 
States only fell off 2 per cent, being largely maintained by offsetting trends in many leading commodities. 
Reductions in such basic exports to that market as newsprint, petroleum, iron ore, nickel, copper, and other 
non-ferrous metals more than offset large gains in uranium, cattle and meat. In contrast, the deficit of 
$435 million with the United States from non-merchandise transactions this year was $20 million higher than 
in the same nine months of 1957, being maintained by continued large deficits in most accounts with that 
‘country. 


Current transactions with the United Kingdom led to a surplus of $63 million this year compared 
with $106 million in the same part of last year. The balance on merchandise trade was slightly less than 
last year, the result of a small rise in imports and a maintenance of exports in the trade totals when 
adjusted for balance of payments purposes, Again there were mixed trends with larger shipments of grains, 
iwranium, nickel and chemicals offsetting reductions in other metals and industrial materials. Important 
among import trends with the United Kingdom were larger imports of automobiles and aircraft. The deficit 
vith the United Kingdom from non-merchandise transactions rose from $59 million last year to $95 million.this 
rear. Contributing to the change were some non-recurring settlements included in other current payments, 


ind much smaller transfers from immigrants. 
| 


4 With countries other than the United States and United Kingdom the change in net balance was not 
-arge, but this resulted from many divergent trends. This year a surplus on merchandise account of $137 
million was a little larger than the deficit of $135 million from non-merchandise transactions; whereas last 


vear the merchandise balance was less than the deficit from other items. 


Most of the change on merchandise 
1ccount came from a reduction in imports from various areas and included petroleum and other primary commo- 


lities. In the case of exports gains to the Rest of the Sterling Area and OEEC countries were mainly offset 
ly reduced exports to Japan and Latin America. A gain in exports to the Rest of the Sterling Area includes 
arger shipments of Canadian financed wheat to countries in Asia and unusual shipments of wheat to Australia. 
jith OEEC countries a gain reflects particularly larger exports to Germany, Belgium, The Netherlands, Norway, 
ind Switzerland offsetting declines to France and Italy. Larger deliveries of military aircraft to Belgium 
ind Germany and larger shipments of wheat to several markets accounted for most of the rise. With other 
ountries the principal source of the decline was a drop in exports to Japan, particularly in some industrial 
aterials with also lower exports to some countries in Latin America including the absence this year of large 
.xports of used ships to Panama. A larger deficit from other current transactions includes some non-recurring 
‘ayments and larger official contributions including the financing of contributions of wheat and other 
commodities to Asia, and larger payments on travel account, 


Summary of Current Transactions with the 
| 
12 United States, United Kingdom and Other Countries, 1957 and 1958 


(millions of dollars) 


All _ Countries United States United Kingdom Other Countries 
OY) 1958 ILS yi 1958 MONET) 1958 ISIS) 74 1958 

ohird quarter 
erchandise exports (adjusted) 1,308 hea ils) 794 (57 212 192 302 269 
erchandise imports (adjusted) NSO) 1,208 OS 798 132 N27 299 283 
ilance on merchandise trade - 42 7 LO = 225 - 4l + 80 +S SOROS - 14 
ilance on non-merchandise trade - 5S - 197 - 87 - 106 - 27 - 39 - 39 =i 5D 
irrent account balance = 195 - 187 - 207 - 147 3s! 20 - 36 - 66 
j 
.rst nine months 
a 
‘rchandise exports (adjusted) 3,625 Je 205 Zig Ado 2,127 555 232 897 901 
‘rchandise imports (adjusted) 4,196 STAs 3,003 Ze DZ 390 397 803 764 
hlance on merchandise trade “need L - 130 - 830 - 425 + 165 + 158 + 94 +5207 
llance on non-merchandise trade =o. 579 - 665 = 415 - 435 - 59 - 95 - 105 - 135 
(rrent account balance er tOO,. se 95) oe Tes Goo (ak Toe 4 ae ee ee 


| 


Pees 


Capital movements 


The net inflow of capital to Canada in the long-term forms shown separately in the quarterly esti 
mates totalled $238 million in the third quarter, or some 25 per cent more than the current account deficit 
to be financed in this period. Similar selected imports of capital also exceeded the current account for 
the first nine months of this year, a condition which has not existed in the intervening years since 1954, 


About three-quarters of the inflows in these forms during the third quarter came from the United 
States; this was about the same proportion as applied to 1957 as a whole. But because of the very small ne 
inflows which occurred from overseas countries in the first half of 1958, the proportion for the United 
States for the first nine months of the year approached 85 per cent. 


The net inflow of capital for direct investment in foreign-controlled concerns is placed at $90 
million during the third quarter, compared with $105 million in the second quarter and $137 million in the | 
corresponding period of 1957. Inflows for resource development although down on balance relatively more 
than other elements, contributed more than half the total. In other categories there were some substantial 
inflows which represented refinancing and appeared to have little direct relationship to current investment 
activity, and there were also increased capital outflows which presumably were made possible by some 
reductions in working capital or from internal savings such as capital consumption allowances not currently 
required to finance new capital formation. Over the nine months of the year, the net inflow was $285 milli 
compared with $391 million for the same period of 1957. The industrial division of direct investment flows 
appears to have remained relatively unchanged with the exception of mining where some major projects were 
leading to larger inflows in 1958 than in 1957. 


For the first time since 1950 there was an inward movement of capital from Canadian direct invest 
ments abroad. This reflects in the main the disposal by Canadians of substantial interests acquired abroad 
several years ago. The net inflow in the third quarter is placed at $15 million which is sufficient to 
offset the outflows of the first six months. The absence of any net movement over the nine months is in 
sharp contrast to the outflow of $60 million recorded for the corresponding period of 1957. 


Transactions in Canadian portfolio securities led to net capital inflows of $117 million in the 
third quarter of 1958 and of $515 million for nine months, The corresponding figures for 1957 were $125 
million and $695 million respectively. Comparing the third quarters of the two years, $15 million repa- 
triation of outstanding bonds and debentures which occurred in 1957 was replaced by net sales of $1 million 
in 1958. Trade in outstanding equities, on the other hand, led to a smaller inflow, as the net sales 
balance fell from $43 million to $35 million. New issues sold to non-residents produced $89 million in 
contrast to $142 million in 1957. The third quarter is normally one in which new underwriting activity is 
small, and in 1958 this tendency was emphasized by the preoccupation with the Government Conversion Loan 
operation, There were in fact no new offerings outside Canada during the period, and the new issues 
represented either deliveries on earlier offerings or participation by non-residents in offerings in the 
Canadian market. Retirements of foreign-held Canadian securities were also down sharply in the third quart 
of 1958 as compared with 1957, from $45 million to $8 million. This reflected mainly the retirements of a 
substantial railway issue in 1957, 


The decline of $180 million in the net inflow from transactions in Canadian securities in the nin 
months reflected drops of $165 million in sales of new issues to non-residents and $79 million in net sales 
of outstanding Canadian stocks. On the other hand, outflows for net repurchases of outstanding Canadian 
bonds and debentures fell by $17 million and net retirements of foreign-held Canadian securities by $47 
million. More complete detail on these security transactions will be found in the monthly reports entitled 
"Sales and Purchases of Securities between Canada and other Countries". 


Transactions in foreign portfolio securities led a net capital inflow of $9 million in the 
quarter and $17 million in the nine months of 1958. These figures compared with $10 million and $14 millic 
respectively in 1957. 


There were no further advances of Government of Canada credits during the third quarter, and the 
nine months total was accordingly unchanged at $24 million. No credits were extended during 1957. Repay- 
ments were limited to the regular quarterly receipt of $7.5 million principal on the interest-free loan of 
1942 to the United Kingdom. Total repayments in the nine months amounted to $31 million in 1958 and $33 
miliiom in 1957. 


A striking increase of $88 million occurred in Canadian dollar holdings of foreigners. With the 
exception of the third quarter of 1950 when these holdings increased by $131 million this is the largest 
quarterly change which has been recorded. But in contrast to 1950 when the balances were clearly related t 
the expectation of a change in the exchange rate, it is known that a substantial part of the present accumt 
lation is intended to provide for future expenditures in Canada. 


| flows of $39 million and $52 million respectively in the first and second quarters. 
million in the nine months compared with a net inflow of 


| 1958 appears to have been larger than usual. Private and banking holdings of 


a eo 


A capital inflow of $32 million occurred from the exchange transactions of the Government of Canada, 
including the operations of the Exchange Fund Account, during the third quarter, This inflow followed out- 


The net outflow of $59 
$44 million in the corresponding period of 1957, 
Official holdings of gold and United States dollars at the end of September 1958, expressed in terms of 


| United States currency, amounted to $1,888.2 million. 


Other capital movements resulted, on balance, in an outflow of $171 million in the third quarter, 
These movements have given rise to outflows in the third quarter of each year since 1950, but the amount in 


exchange were increased during 
the quarter, and there were withdrawals of funds by insurance companies. And it seems likely that a signi- 


ficant reduction may have occurred in Canada's short-term payables as financing pressures moderated, 


! The Canadian dollar weakened on the world exchange market during the third quarter. The quotation 
for the United States dollar in Canada rose from 95,91 cents at the beginning to 97.56 cents at the end. 
The high during the third quarter was 98.28 cents, and the low was 95.84 cents. The increase during the 
quarter was just slightly more than the fall during the second quarter, and the close of 97,56 cents compared 


with 97.44 cents at the end of March. The noon average through the third quarter was 96.70 cents which 
compared with 96.64 cents in the second. 


Summary of Capital Movements, 1957 and 1958 


(millions of dollars) 


| 


| 


Deal ies yt) IL SY By fs De ORS a. 19RD 
Third Fourth First Second Third First nine First nine 
Quarter Quarter Quarter Quarter Quarter months months 
‘Direct investment in Canada a desi pA) a0) + 05 see ho) sm) eee) 209 
Direct investment abroad OTE lhe OP Pe ee Ma 2 6p ‘ 
| 
‘Canadian securities: 
Trade in outstanding bonds merle = tS - aI - ill ae ah - 28 =~ 1) 
Trade in outstanding stocks nice ie! ca, Te 13 eS) Passts0 + 51 
| New issues + 142 OS se GS +287 7 69 gre (O72 37, 
Retirements - 45 - 28 - 16 - 38 - 8 - 109 = 62 
‘Foreign securities + 10 oD pis as - a eS, + 14 re II 
(Official loan repayments (net) ee 17 se 17 - 9 sa 1 7 + 33 7, 
Canadian dollar holdings of 
foreigners = Of ap ALS! - 17 ap BN, ar foxe. - oy + 110 
i 
Official holdings of gold and 
| foreign exchange (increase, -) + 53 + 61 - 39 + 52 + 32 + 44 - 59 
‘Other capital movements - 126 027 + 115 - 24 - 171 + 85 » £60 


‘ 
‘ 


Net capital movement financing 
current account + 195 + 250 + 285 + 323 + 187 a ae Ge oO, + 795 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1958 are preliminary and 


1956 1957 
III IV I It 
A Current Receipts 
1 Merchandise exports (adjusted) ......cccccccccccseeeseeseeeseeeeeeeeeeeeeens 1,247 eel f 1,102 1,215 
3 Gold production available for GXpPOrt ............-..c..ccccccenrereersesee 38 35 39 31 
4 Travel expenditures rig..cao.-ost ss oe era eee 191 55 31 6 
5 Interest andi dividend si. eee. ee eee eee 25 Al 25 37 
6 Fréightvand shipping .....22 25.20.24 24908 eee 120 120 104 1, 
4 Inheritances and immigrants’ funds ..............:ccccceeeeee aed 26 28 25 42 
11 All other current receipts 24. (cnt eee 110 124 111 106 
12 Total Current Receipts ...........cccccccccsccsscesesessesseescensseseneesssees 15757 1,680 1,437 1,621 
B Current Payments 
1 Merchandise imports (adjusted). <..:2:is-.:.0d.tasd.hosleiss trast eo 5R 1,427 1, 328 1,518 
4 Travel expenditures) ics. eared eee eee 169 103 100 142 
5 interest and:dividends+..i0.. eB ee ee ee 128 170 129 142 
6 Freight and shippiie s.r eee 132 LG 4 109 143 
7 Inheritances and emigrants” funds (200 veces. cco ses 31 31 Pal | 30 
9 Officia contri bation scree cr-.-.-<-cRtegomens, ax- RRee RE caren et 5 6 5 ce 
11 All other current paynientsal..... te.4 9 157 150 166 166 | 
12 Total Current: Payments. .23-l0. ce eee 1,973 2,024 1,864 2,149 
Balance on Merchandise Trade ee - 104 - 150 on ee - 303 
Balance on Other Transactions, excluding B 9.0.0.0... - 107 - 188 - 196 - 21. 
Officialontr butions, (ecm ee eae ere eee, - 5 - 6 eet, - 2 
a Current Account Balance x ..2<,;:,<sas Ree Mart eee ee =- 216 - 344 2AY2Q7 - 528 
D Capital Account 
Direct Investment 
Direct: investment. imCanada 3es2 ee + 116 + 181 + QOL + 163 
2 Direct -investmentsa broad te sentra ten ee eee eee eae = 23 - ll AA = 2 
Canadian Securities 
3a Trade in outstanding bonds and debentures ...........cc:.cceee a 8 - 13 air Io a 3 
3b Trade in outstanding common and preference stocks ...... + 6 + 29 +, 40 + 47 
4 New: ISSUGS ie heen ete cece ee eee + 179 + 200 aed eh + 2% 
5 RRGEITO MONIES see ete rote een ee Aa a eS = 25 Hs PR: - Al - = 
Foreign Securities 
6 Pate IH OMLSEANG ING TISSUSS 2 ayo te eee ere ies + 8 2 ae) - 10 + 
7 NOW ISS WES 6 ier tre conc Oc ence ae Oat Mee - &4 - 6 oe — 
8 FRC HIE MIS INES. cw. 0 Meme en 2 tetera» oe epee eee oe - ~ + 1 + 
Loans by Government of Canada 
9 DEA WENO SE 5o5ece eee eee ene en - -_ ae - 
10,11 FECA VETIC ICS oa renetescaue eRe et eten eee aaa ecco: oe + "3h + 29 + 19 
14 Change in Canadian dollar holdings of foreigners ................ - a + 5 - 33 — 
16 Change in official holdings of gold and foreign 
CX CHAN SEHINCKCAS Cae MIIUS se pemeseses sect tae en gas = 5 = 27, +: 43 - 
17 Otherscanital Movementsiwscesse on chee soe eee ee a - 103 = 48 + 129 + 82 
E Net: Capital Movement -.rinn.edow cn ean aaa + 216 + 344 + 427 + 528 
I 


NOTES; Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
B 1) ‘*The Canadian Balance of Internationa] Payments’’. 


A 11) This item includes government transactions n.o.p., persona] and institutional] remittances, miscel]aneous income, insurance trans- 
B 11) actions, and business services. . 
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| BALANCE OF INTERNATIONAL PAYMENTS 


. 
data for 1957are subject to revision. 
| 


| 1957 1958 Annual Totals Four Quarters 
| [rr IV I II Bae 
| eae III 1955 1956 1957 Sept. 30,1958 
\ A 
Mes oe zr te 432877 4,909 4, er ! 
| 27 50 Ad, 39 39 155 150 147 172 3 
| 197 59 32 76 190 328 337 363 357 4 
cal 56 29 34 29 160 142 149 148 5 
113 100 94 98 % 398 457 431 386 6 
f & 23 18 30 26 86 99 124 97 7 
po 87 84 90 88 391 4d2 395 349 11 
} 
(1,801 1,659 1,389 1,644 1,684 5,350 6,464 6,518 6, 376 12 
B 
1,350 1,292 e511 141,3544 «1,208 4543 5565-5, 488 5,00 1 
lars “105 TOD ALS. "190 469498525 5A 4 
ul 181 126 130 142 483 523 593 579 5 
5 19 94, 116 9 415 502 506 448 6 
|) 32 33 25 33 38 105 115 122 129 7 
' ki ree nu 16 12 2h 30 37 56 9 
153 162 166 173 162 529 597 647 663 l 
1,99% 1,909 ie7au.. 1,907 1,871 6,548 7,830 7,918 Toe 12 
- 42 - 8 OS Tien 77.) ot, 10 6) a EEG HS - 138 
. ey ety) p= 230m, <185 11,03 % woh at GOR, ae TB? Bar 
wee?, = (17 SM Pei is 1G hun, —: 12 eh Qhedgm BG: ape iee87 - 56 
—95 = = «250 eed) (a2 923. “e187 - 698 1,366 -1,400 -1,045 c 
D 
+ 137 129 90 105 6+ 90 417+ 583. + «520 + 21), 
- 2%) Oo en 5 Se 6 eit 0 OL Me ee ike 2 
M515 ee etl) nea 28 me ae Reo gx = 26 3a 
, <a Sy SS Cee etic Ls +138 +188 + 137 + 58 3b 
ra? + & +161 + 287 ++ 89 +166. + 667 . + 790 + 625 4 
5 = 28 SNe 5) SS eyice: 48 etal wh a1 ee 187 - 90 5 
EY eee sey a 6 
- 8 7 abet 7 - 1 - 48 - 18 - 23 - 18 7 
5 Saeed BEAT worelta sew yg var Iss ADRS ae oe : 
} 
i es, se - 5 
. ae 2) UP ieee Sete ly PN ae + 69 
——6ClU + (O28 ey. »t° 39 + 8&8 + 89 
lis + «(61 PSO) WW S2ice 32 + 4h 
BOF + 115 meres - 171 + 204 


r 195 +250 + 285 + 323 + 187 + 698 
eres eer 

NOTES: 

>) A minus sign indicates an outflow of capital from Canada. 
21,2 Exclusive of undistributed profits. 


217 This item includes mainly short-term capita] movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and Joans between private unrelated parties. It also includes the balancing item re- 
| Presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


een nine 


FOURTH QUARTER 1958, AND 


) PRELIMINARY ESTIMATES FOR THE YEAR 1958 


| Canada's deficit from current transactions in goods and service 
| reduced to $1,112 million in 1958 from $1,400 million in 1957, 

larger than in any year before 1956, even though the import bala 
reduced by $405 million to $174 million in the year, 


account of non-merchandise transactions was responsible for over four-fifths of the deficit in 1958, 
This deficit of $938 million from "invisible" transactions grew by $117 million in the year and has) 
more than doubled in four years, Almost half of the deficit from "invisibles" originated in income, 


payments on foreign investments in Canada and large amounts of the remainder were for travel, trans- 
portation, and business services and personal remittances, 


Ss with other countries was 
This current deficit in 1958 was still 
nee from merchandise trade was sharply 
An excess of expenditures over receipts on 


In each of the first three quarters 
than in the corresponding quarters of 1957 bec 
| But by the fourth quarter the latter balance e 
fourth quarter of 1957 and in each quarter of 
higher than in 1957, The rising trend in this 
| official contributions by the Canadian governme 


the total current deficit from all transactions was less 
ause of declines in the balance of merchandise imports, 
xceeded the deficit from merchandise trade in the 

1958 the deficit from non-merchandise transactions was 
group of transactions in 1958 was mainly due to larger 


nt, larger Canadian expenditures on travel abroad, re- 
ductions in inflows of immigrants' funds, and in current expenditures by the United States government 


on defence installations in Canada, Maintenance of a high total of interest and dividend payments 


was partly offset by the resumption of receipts of interest from the United Kingdom on the post-war 
loan, 


Among leading factors in the economic background influencing the shape of Canada's inter- 
national accounts in 1958 have been the changing character of investment in Canada and the altered 
} rate of general growth, While business investment involving many import expenditures has been re- 

duced, investment outlays by public bodies have risen and levels of business inventories also 

| fluctuated in a manner to reduce imports in most of 1958, At the same time higher levels of personal 
| consumption and government expenditures and the maintenance of commodity exports have continued to 
contribute to high levels of production and to many types of Canadian expenditure abroad, Some of 
the effects of the high rate of growth of earlier years have shown themselves in new Canadian export 
| capacity and in "invisible" items leading to larger external outlays for such purposes as interest _ 
| and dividend payments and travel and business services, Related to the higher level of income pay- 
ments is the mounting size of Canada's net international indebtedness which has more than doubled in 
half a decade resulting from the continued increase in non-resident capital invested in Canada,’ 


The inflow of capital in such forms as direct investment, portfolio security transactions, 
and official loans, was adequate to finance practically the entire deficit on current account in 1958, 
In 1957 the corresponding inflows were equivalent to 91 per cent of the deficit, 
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A revealing feature of the capital account in 1958 was the decline in inflows involving in- 
vestment in Canadian businesses, The net movement of capital into foreign-controlled concerns in 
Canada fell by $120 million, and the net movement for the acquisition of securities of other Canadian 
companies fell by $291 million, But despite this striking contraction, the inflows into these t 
Canadian business investments in 1958 amounted to almost $700 million, and the growth of non-resident 
investment in Canadian corporations was even larger because of the reduced but nevertheless sub- 
stantial amounts of earnings ploughed back into these firms. Associated with the decline in the rate 
of business investment was substantially increased activity on government account, reflected in the 
capital account of the balance of payments by net sales of securities of Canadian governments which 
totalled $352 million, an increase of nearly 125 per cent over 1957. P 


As a result of these capital movements and of other factors Canada's net external long-ter 
liabilities rose from $17.1 billion at the beginning of the year to about $18 1/2 billion at the end 
of 1958, Canada's net international indebtedness, exclusive of short-term commercial liabilities, 
rose during the same period from $11.0 billion to well over $12 billion. Despite the reduced 

_pressures within the Canadian economy the use of foreign resources as a proportion of net capital 
formation in 1958 was only slightly smaller than the one-third contributed in 1956-1957, and was muctl 
higher than for the period 1950-1955. Direct foreign financing of net capital formation which ex- 
ceeded 40 per cent in the years 1956-1957 was still about one-third under the conditions prevailing 
in 1958. 


Sharp drop in deficit from commodity trade 


For the year 1958 as a whole the import balance on merchandise trade was less than one-thi; 
that in 1957 due to the much larger drop in imports than in exports. This change occurred in each o: 
the first three quarters of 1958 following declines which had occurred in the latter part of 1957 in 
both imports and accompanying import balances. This trend altered, however, in the final quarter of 
1958 as imports rose above the corresponding quarter of the previous year for the first time in over 
a year. In the fourth quarter 1958 the import balance was $46 million compared with $8 million in 
the same quarter of 1957, For the whole year the import balance of $174 million in 1958 (adjusted 
for balance of payments purposes) compares with $579 million in 1957, $728 million in 1956, and $211 
million in 1955, 


Prices of both exports and imports maintained in general slightly rising trends during the 
last half of 1958, following the somewhat irregular patterns of the first six months, For the year | 
as a whole, import prices advanced a little less than 1 per cent, and export prices declined by an 
even smaller fraction, This led to an almost negligible deterioration in the terms of trade, Among 
particular groups of exports, higher prices for wheat and other grains, fresh beef and veal, and iro 
and steel manufactures other than farm machinery were more than offset by somewhat lower prices for 
most wood products and paper and significant declines in the prices of some non-ferrous metals and 
products, Among imports, wood and paper products, and iron and steel manufactures contributed most 
to the Smal] average price gain for the year. 


Imports in 1958 remained much greater in both value and volume than any year before 1956 
despite the sharp fall from the peak levels reached in 1956 and early 1957, The value in 1958 was 
still some 11% greater than in 1955, although 8% less than in 1957, and in comparison with early pos 
war years the value of imports in 1958 was about double the values a decade earlier. 


Declines between 1958 and 1957 were most heavily concentrated in classes of imports which 
had risen most sharply in the period of peak levels, This period generally coincided with that duri 
which large industrial and resource development was also most accentuated, and commodities for which 
demand was heaviest tended to be those in broad categories used in development such as investment 
goods and related industrial materials, Among the best examples of such commodities were machinery 
and equipment and primary steel and other rolling mill products, Consequently the sharpest increase 
occurring earlier had been in metal products and it was the same groups which accounted for some thr 
quarters of the decline in 1958, Another large part of the decline occurred in fuels with substanti 
ally reduced imports of both coal and petroleum products. In contrast, imports of many consumer 
goods were comparatively well maintained, although some materials used in their production showed 
appreciable declines. A general tendency of business firms to draw down inventories during the firs 
part of 1958 was also a factor contributing to reduced imports of many commodities, 


The increase which occurred in the final quarter of the year included imports from the 
United States in contrast to consistent declines earlier in the year, Some of this increase appear 
in steel during the course of an industrial dispute in Canada, 
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In 1958 the total value of Canadian exports was maintained at close to the record level of 
1957, This was the result, however, of a variety of quite opposite trends. A relatively small number 
of cases of substantial increases were enough to largely cancel more numerous instances of declines, 


A pattern of mixed trends had appeared in the previous year but declines became more numerous in LSS; 
as many export industries operated at less than capacity, 


Among major commodities the largest increases in 1958 were among new exports still under- 
going rapid growth of which uranium and natural gas to the United States are good examples, or among 
commodities subject to special situations such as wheat to Asia, cattle and beef to the United States, 
and military aircraft to Germany and Belgium, 
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Decreases occurred in many of the prominent traditional export staples including pulp and 
paper and most non-ferrous metals as well as in some of the newer industrial materials which have more 


recently become major exports, Examples of the latter in which declines were particularly sharp were 
petroleum and iron ore. 


Changes in the direction of trade in 1958 were relatively not very great, although somewhat 
more than the slightly reduced total value, While exports to both the United Kingdom and the Rest of 
the Sterling Area were moderately higher in 1958 the opposite was the case with exports to the United 
States and all other foreign countries, 


Summary of Current Transactions with the United States, 
United Kingdom, and Other Countries, 1957 and 1958 


(millions of dollars) 


| All Countries United States United Kingdom Other Countries 


1957 1958 1957 1958 1957 1958 1957, 1958 

Calendar Year 

} 

_ Merchandise exports (adjusted) 4,909 4,890 2,931 2,909 749 708. 1,229 1 Seas 

' Merchandise imports (adjusted) 5548S05,005 3,878 3.443 520 539 1,090 1,082 
Balance on merchandise trade - 579 - 174 - 947 - 534 + 229 e229 ate LS 

_ Other current receipts 1 OOCML 400m U3 mel O57 206 198 ID) 235) 

_ Other current payments pI IT'S) ame Oily hc Ls eS Ap OI 297 402 404 

_ Balance on non-merchandise trade =. 821 - 935 -. 604 - 670 - 87 = 99 = 130 = a1o9 

[ 

{ Current account balance -1,400 -1,112 -1,551 -1,204 + 142 +0130. + 9 - 38 

| 

| 

| Fourth Quarter 

} 

_ Merchandise exports (adjusted) Is 2846. 1), 3017 758 782 194 PANS 332 ShyZ 

| Merchandise imports (adjusted) e292 S59 875 891 130 142 287 320 
Balance on merchandise trade - 8 - fOo- 117. -.. 109 *.. 64 sf Al ae Sy serfs - 8 
Balance on non-merchandise trade mie 22 =e 298. — 189 =. 273.0, 28 <= fe Oe Co ee oo 

' Current account balance i250 cm S04. =. 306. = 332% e356 ne) a Sas 6 ae 
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New record in deficit from services and other non-merchandise items 


International current account transactions other than commodity trade in 1958 gave rise to 
an excess of payments over receipts of $938 million. This record deficit was $117 million greater 
than in the previous year, an increase of 14 per cent, While this rate of increase in imbalance was | 
less than-in 1956 and 1957 it persisted throughout each quarter and was in sharp contrast to the large 
reduction in the commodity trade deficit, The influence of these transactions on the current account 
deficit grew significantly in 1958, although there was very little change from last year in the ratios 
of this trade in “invisibles'' to total receipts and payments, For the fourth quarter, the deficit 
from non-merchandise transactions was $258 million, compared with $242 million in the same period in 
1957. ' 
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The analysis which follows shows that the increase of $117 million in the non-commodity trad 
deficit in 1958 was brought about by higher net payments abroad on each of the three important items 
representing international travel, migrants’ funds (including inheritances) and the group of mis- 
cellaneous transfers referred to as "all other" current transactions in the detailed table in this 
bulletin, These changes more than offset reduced deficits on account of interest and dividends and 
freight and shipping transactions and a larger value of gold production available for export. 


International transfers of investment income, which in recent years have been the source of 
well over half the current account deficit outside of commodity trade, contributed slightly less to 
the deficit than in 1957, The estimate of net payments of $433 million in 1958 compared with $444 
million in 1957 provides the first interruption of a trend of imbalance that had been rising since 
1953. It was brought about mainly by higher total receipts of interest with the resumption of in- 
terest payments by the United Kingdom on the post-war loan, since no net change took place in the 
level of total payments. The rise in interest payments related to the heavy Canadian bond financing 
in the United States of 1957 and subsequently was offset by a decline in dividend payments. The 
latter was probably associated with the generally lower earnings of 1957 and early 1958, There was, 
however, a sharp increase in the final quarter of 1958 in dividend transfers by subsidiaries to 
parent companies. Dividend payments of publicly-owned companies, which usually remain more stable 
than those related to direct investment, were on the other hand slightly lower in the fourth quarter 
and over the year as a whole, This partly reflects the absence in 1958 of some year-end extras that 
had been a common practice of a number of companies during the long period of boom conditions. 


Much of the favourable development in investment income receipts during 1958 can be 
attributed to the resumption by the United Kingdom of interest payments of $23 million on the Canadian 
loan of 1946, since the return on various holdings of short-term United States securities was ad- 
versely affected by the very pronounced fall in yields in the first half of the year, Dividend 
receipts were below 1957 levels, largely because of a reduction in this form of income from Canadian 
investment in secondary industries in other Commonwealth countries, 


International freight and shipping transactions held to their customary importance as a 
source of receipts and payments, although net payments were lower, A fall in both inward and outward 
transfers of earnings accompanied the lower levels of external trade in commodities with relatively = 
high transportation costs, The drop in receipts was influenced in addition by further sales of 
Canadian vessels following large sales in the previous year, The lower level of payments on trans- 
portation account relates mainly to the 11 per cent drop in imports from the United States and to the 
softening of ocean shipping rates, there being no significant net change from 1957 in imports from 
overseas countries. 


On travel account the deficit rose as receipts were lower while payments continued to rise. 
The fall in total receipts from tourists was due to some reduction in expenditures in Canada of 
American visitors, While there was only a minor decline in their numbers, their lower level of spend- 
ing was sufficient to offset the favourable effect of an increase in visitors from the United Kingdom 
and other countries, The larger overall deficit on travel account was due much more, however, to 
higher total expenditures abroad by Canadians on holiday, Overseas travel attracted about 10 per cent 
more Canadians than in 1957, a lower rate of increase than in previous years, And although recorded 
visits to the United States were practically unchanged from 1957 levels, there was a moderate rise in 
Canadian expenditures there, 


There were marked changes in the patterns of both immigration and emigration during 1958, 
which on balance turned the small surplus of receipts in the previous year into a deficit of $40 
million. Immigration, which had been swollen by the arrival of Hungarian refugees and other heavy 
movements to a peak of over 280,000 in 1957, dropped to less than half this number with changing 
conditions, On the other hand there were some increases in the emigration of Canadian residents, witt 
the movement to the United Kingdom rising by about one-third over 1957, 
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Two important components of the larger deficit in 1958 f 
current account transactions were reductions in United States curr 
installations, and a generally lower level of receipts by Canadian 
provided to non-residents. This deficit was also widened by moderate increases in Canadian defence 
costs under NATO obligations and by certain large but non-recurring government transfers, Official 
contributions by the Government of Canada rose from $38 million to $49 million. Chief among these 
were an increasing scale of expenditures under Colombo Plan commitments and shipments under the 1957- 
| 58 and 1958-59 Appropriations to provide for the purchase of wheat and flour for Commonwealth countries 
_ in Asia to relieve food shortages; and flour for refugees in the Near East, 


rom the large group of miscellaneous 


Following the abnormally high values recorded in the last quarter of 1957 and in the first 
quarter of 1958 gold production available for export levelled out for the remainder of the year at 
_ approximately $38 million each quarter, This brought the total of $160 million for 1958 very close 


_ to the post-war record level of $163 million in 1950, and was a factor in restraining the rise of the 
non-merchandise current account deficit, 


Transactions by areas 


| 
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While the current account deficit with the United States was reduced to $1,204 million in 
1958 from $1,551 million in 1957, it was still higher than in any year before 1956, 


At the same time a 
\ 


| aeever contraction to $92 million occurred in the surplus with all overseas countries, This compares 
with the historically small balance of $151 million in the previous year, but is not as small as the 
surplus in the year 1950, With the United States the change was due to a greater reduction in current 


payments than in receipts, while with overseas countries the smaller surplus resulted from reduced 
,receipts and increased payments, 


Over one-half of the deficit of $1,204 million with United States originated from net pay- 
ments for services and other non-merchandise transactions, This group of net payments rose by some 
(10 per cent to a new peak of $670 million, having risen sharply in each of the past three years, This 
level in 1958 is now almost twice as high as the average of $359 million in the post-war years, lLead- 
ing sources continued to be net payments on account of interest and dividends, travel expenditures, 


freight and shipping, migrants’ funds, and miscellaneous services, In 1958 some further increases 


occurred in deficits from travel and interest and dividends, but the biggest change in this direction 
was a sharp drop in all other current receipts, The latter was partly due to a reduction in current 
expenditures by the United States on defence installations in Canada, Changes in the opposite 
direction were a reduction in the deficit on freight and shipping account accompanying the decline in 


imports and larger gold production than in the previous year. 


| The largest single change in transactions with the United States, however, was the drop of 
‘11 per cent in merchandise imports, This was the reason for the sharp drop in the merchandise balance 
with the United States to a deficit of $534 million from $947 million in 1957 as the import change was 
only partly offset by a slight drop in merchandise exports, 


The most volatile groups of commodities in Canada's imports in recent years have been con- 
centrated in items obtained from the United States. A major part of the declines in 1958 were in 
metals and products from the United States such as steel and machinery and equipment, Imports of coal 
were also down sharply and many other industrial materials obtained in the United States also showed 
some declines, But a firming in some of these imports appeared in the final quarter, 


The level of Canadian exports to the United States was largely sustained even though declines 
in important groups of commodities were widespread, Exports of uranium doubled to rank in size next 
to newsprint, and export of cattle also more than doubled due to special factors of demand, Farm 
implements, lumber, fish and natural gas were among other commodities which rose significantly, The 
sharpest declines occurred in petroleum, iron ore, nickel, and copper, and some of the other mineral 
products, while exports of newsprint were moderately lower. 
| 
’ In transactions with the United Kingdom there was a reduction in the current surplus from 
9142 million to $130 million due io a larger deficit in the non-merchandise items, The latter deficit 
of $99 million continued to originate largely from travel, interest and dividends, and personal re- 
nittances including government expenditures. The growth was due to a reduction in net inward movements 
of migrants' funds and to a rise in non-recurring government items which more than offset the drop in 
let payments on income account, accompanying the resumption of interest payments on Canada's post-war 
loan to the United Kingdom, The commodity account export balance with the United Kingdom in 1958 at 
$229 million was unchanged from the previous year when adjustments for balance of payments purposes 
ire made to trade statistics, Both exports and imports rose in Canadian trade with the United Kingdom, 
In the case of exports the largest rises were in grains, canned salmon, and in the first substantial 
shipments of uranium, While newsprint and nickel were moderately higher there were declines in lumber 


and pulp and in some other leading forest products, and in other minerals and industrial materials, 
With Canadian imports the most important gains from the United Kingdom were in automobiles and aircraf 
Imports of many other items were also increased or maintained, but the textiles group was down, x 


With the Rest of the Sterling Area Canada's current account surplus rose sharply in 1958, 
This is estimated tentatively at $66 million and compares with $9 million in 1957, The change was due 
to a sharp rise in exports combined with a fall in imports, The rise in Canadian exports was chiefly 
due to the large shipments of wheat to Commonwealth countries in Asia financed by the Canadian govern- 
ment under loan and other arrangements, Official contributions by the Canadian government to Common- 
wealth countries which rose to $46 million in 1958 include wheat and other commodities financed as 
contributions under the Colombo Plan and other arrangements, (In addition credit under government 
loans included in the capital account amounted to a total of $34 million in 1958), Other current 
transactions with the Rest of the Sterling Area led to small net receipts by Canada partly because of | 
reduced dividends received by Canadian companies from subsidiaries in the area, 


The current surplus with OEEC countries rose to an estimated $50 million in 1958 from $29 
million in 1957, mainly due to increased exports to this area, Prominent elements in this increase 
were larger sales of aircraft to Germany and some non-ferrous metals, although exports of iron ore and 
other industrial materials were down, The major part of the export balance on commodity account was 
again offset by the large deficit on "invisibles" which in 1957 was $150 million, Canadian expendi- 
tures on defence, travel, transportation, and interest and dividends continued to contribute to a 
larger deficit on these transactions, 


Changes in Principal Elements of the Current Account 


with all Countries, 1957 and 1958 


(millions of dollars) 


Merchandise trade 19357 1958 in 1958 
Exports (adjusted) 4,909 4,890 - 19 
Imports (adjusted) 5,488 5,064 - 424 

Deficit on merchandise trade - 579 - 174 + 405 

Non-merchandise trade 
Gold production available for export + 147 + 160 + 
Travel expenditures - 162 - 192 - 30 
Interest and dividends - 444 - 433 + 
Freight and shipping - 75 = 58 + 17 
Inheritances and migrants' funds ee” - 40 - 42 
Official contributions - 37 - 49 - 12 
All other current transactions - 252 - 326 - 74 

Deficit on non-merchandise trade - 821 - 938 - 117 

Total deficit on current account -1,400 -1,112 + 288 


The deficit with all other countries widened shar 
in the previous year, This was mainly the result of a trebling in the import balance on merchandise 
account as exports were substantially lower and imports rose moderately, Exports were lower to 

principal regions and markets included in this group of countries such as Latin America and Japan, A 


fall in the surplus from other current transactions with these countries also contributed to the in- 
creased current deficit, 


ply to $154 million in 1958 from $29 million 


Capital movements 


| 
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The United States supplied an increased share of the ca 
1958. In amount, the net inflow of direct and portfolio capital from that country was well maintained 
during the year. Funds for direct investment were off somewhat, but security sales were higher than 
in 1957 and the net movement was only slightly below the total of $930 million for the earlier year, 
In 1958 it accounted for between 80 and 85 per cent of the total movement in these forms (including 
inter-governmental loans to overseas countries), This was about ten percentage points higher than in 
1957 when net capital inflows from overseas countries were higher, The proportion of these movements 
originating in the United States has increased each year since 1955 when they accounted for less than 
half the total. In 1958 the inflows in these forms from the United Kingdom and from other overseas 
countries fell by about one-third and two-thirds respectively. The inflow from portfolio security 
transactions with the United Kingdom was down sharply, but this decline was partly offset by the re- 
payment on the Canadian loan of 1946, deferred in the previous year, and by somewhat higher inflows 
_ for direct investment, Receipts from other overseas countries for both direct and portfolio invest- 
ment were down compared with 1957, and in addition there was in 1958 a significant extension of credit 
by the Government of Canada to finance the purchase of wheat, 


pital imported in long-term forms in 


— 


The net movement of foreign capital to Canada for direct investment in foreign-controlled 
enterprises during 1958 is tentatively placed at $400 million, This represents a decline of $120 
million from 1957 and of $183 million from the record year of 1956, The inflow in 1958 was, however, 
nearly $50 million above the average for the years from 1950 to 1955 and many times larger than the 
annual inflows prior to the fifties, Net inflows from the United States appear to have fallen by 
about $100 million, or by one-quarter, while a drop of perhaps $25 million in net inflows from over- 
| seas countries other than the United Kingdom represented a reduction of about half in the rate of 
/inflow in 1957, On the other hand the net inflow of direct investment capital from the United Kingdom 
| rose moderately in 1958 compared with 1957, although the increase was not related to capital formation 
/ during the year, 

! 


i 
} 


Industrially there were sharp drops in the inflows for the petroleum industry and manufactur- 
ing, offset to some extent by an increase in the inflow for mining operations, Compared with 1957 it 
would seem that there was relatively little change in the proportion of the inflow going into the 
petroleum industry, but a significant increase in the proportion going into mining developments, and a 
_decline in the capital supplied to manufacturing, 


The capital inflow for direct investment was considerably higher in the last half of 1958 than 
‘in the first half. The fourth quarter figure of $130 million was the third highest recorded for a 
fourth quarter during the period of nine years covered by official estimates, having been exceeded in 
1951 and 1956, Some 55 per cent of the inflow in 1958 occured in the last half of the year, compared 
with 51 per cent in 1956 and 1957, But in all three years there were extraordinary transactions in 


_the last half of the year relating to capital formation in other periods, 


Preliminary estimates of the movement of capital for direct investment abroad indicate a net 
outflow of $15 million in 1958, This figure compares with $65 million in 1957 and with a record $104 
‘million in 1956, The net outflow in 1958 was the smallest since 1950; in that year, and for some 
years earlier, there were net inflows of capital arising from the sale or liquidation of Canadian 
direct investments abroad, The reduction from 1957 did not reflect reduced Canadian direct investment 
activity abroad so much as the disposition by Canadian investors of important interests acquired in 
/earlier periods, 

Portfolio security transactions were again by far the largest source of foreign capital in 
1958, supplying an amount equivalent to 62 per cent of the deficit on current account, The net inflow 
‘of $680 million was less than occurred in either 1956 or 1957 when very strong demand pressures were 
exerted in Canadian capital markets by unprecedented levels of business capital investment, The 
Capital import from security transactions in 1958 was, however, more than twice the amount in 1950 
when the previous record was set in an atmosphere of exchange rate speculation, 


a 


The broad similarity of magnitude in the overall capital movement arising from portfolio 
security transactions in 1956, 1957, and 1958 conceals underlying changes of considerable significance 
There were changes in the trend between 1956 and 1957 and again in 1958, The period of greatest in- 
flow occurred in the last half of 1956 and the first half of 1957 when the movement from these trans- 
actions was about $1,000 million, With a moderating level of economic activity the capital inflow 
from these transactions in the ensuing twelve months fell to about $600 million, An upturn was 
apparent in the last half of 1958 when net sales of portfolio securities produced a capital inflow 
about a third larger than in the corresponding period of 1957. 


The total for 1958 was made up of $651 million from net sales to non-residents of Canadian 
securities and $29 million from net sales of foreign securities, This movement of $680 million com- 
pared with $766 million in 1957 when there were net sales of $747 million Canadian securities and $19 
million foreign securities, Trade in outstanding Canadian securities in 1958 reflected a sharp drop | 
in net sales of Canadian stocks, but there were also net sales of outstanding Canadian bonds and de- 
bentures, in contrast to significant net repurchases in 1957, The balance from trade in all outstand- 
ing Canadian securities was $89 million compared with $94 million in 1957, The sale to non-residents 
of new issues of Canadian securities produced $666 million, compared with $790 million in 1957, and 
retirements of foreign held Canadian securities amounting to $104 million were also smaller than in 
the previous year, 


The increased role in economic activity in 1958 of expenditures by governments at all levels 
was mirrored in the capital movements from security transactions, Im contrast to 1957 when the net 
inflow from all Canadian securities was made up of $157 million from transactions in bonds and de- 
bentures of Canadian governments and municipalities and $590 million from corporate bonds, debentures 
and stocks, the 1958 totals included $352 million of government issues and $299 million of corporate 
issues. Thus the inflow from net transactions in government issues rose by some $195 million to well 
over twice the 1957 total, while at the same time net transactions in corporate issues fell by $291 
million to just over half their 1957 value. 


Another striking change in portfolio security transactions in 1958 was the geographical 
origin of the capital inflow, Although the net inflow from all countries declined by 10 per cent to 
$680 million, inflows from the United States increased by 8 per cent to $599 million, Net sales to 
the United Kingdom fell from $129 million to $38 million or by 70 per cent, and net sales to other 
overseas countries fell from $74 million to $43 million, or by 43 per cent, As a result of these 
changes the proportion of the movement coming from the United States rose from 73 per cent in 1957 
to 88 per cent in 1958, while the proportions from the United Kingdom and from other overseas 
countries fell from 17 per cent and 10 per cent respectively to 6 per cent in each case, 


Additional comment and statistical detail on international movements of portfolio capital, 
including quarterly figures classified by debtor and statistics relating sales contracts and deferred 
deliveries to non-residents of new issues of Canadian securities, will be found in the DBS report, 
"Sales and Purchases of Securities between Canada and Other Countries, December 1958, and Review of 
Security Trading during 1958", 


A feature of the Canadian balance of payments in 1958 which has been absent since 1950 was 
the extension of Government credit to overseas Governments, Advances to India and Ceylon to cover 
purchases of Canadian wheat totalled $34 million during the year, Repayments of principal on earlier 
intergovernmental loans totalled $64 million, compared with $50 million in 1957, During 1958 the 
Government of the United Kingdom repaid $30 million on the interest-free loan of 1942, completing 
repayment of the entire credit of $700 million, and also repaid $16 million on the 1946 loan; in 1957 
the United Kingdom elected under the agreement to defer the scheduled principal repayment on the latt« 
loan, Other principal repayments totalling $18 million were made during 1958 by Belgium, France, the 
Netherlands, and Norway. 


Increased holdings of Canadian dollars by foreigners represented a significant inflow of 
$105 million of non-resident capital. This increase followeddeclines in 1956 and 1957, The largest 
part of the change in 1958 occurred in the third quarter when Canadian dollar holdings of foreigners 
rose by $90 million, A substantial part of this increase is known to have been set aside for future 
expenditure in Canada, By far the largest part of the rise during the year occurred in holdings of 
residents of the United States, 


Exchange transactions of the Government of Canada, including the operations of the Exchange 
Fund Account, led to a capital outflow of $109 million, This movement followed an inflow of $105 
miilion in 1957 when official holdings of gold and foreign exchange were reduced, The outflow in 195: 
included $108 million covering the acquisition of gold and United States dollars, and $1 million cove! 
ing the acquisition of sterling for official accounts, In terms of United States dollars official 
holdings of gold and United States funds rose from $1,828 million at the beginning of the year to 
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) $1,939 million at the end, Holdings r 


ope 


ose in all but two months of 1958, but the year-end total was 
nearly $34 million below the month-end record of July, 1957, 


Other capital movements resulted over 


the year in a net inflow of $21 million, Much larger 
inflows had occurred on balance from these movem 


ents in each of the years from 1955 to 1957, and there 
were large outflows earlier, The comparatively small net balance Suggests a simplicity in these move- 


ments which is misleading, The quarterly balances ranged between an inflow of $114 million in the 
first quarter to an outflow of $165 million in the third, Bank balances and other short-term funds 
held abroad by Canadians, excluding official holdings, increased only moderately over the year as a 
whole; substantial increases in the first three quarters of the year were followed by reductions in the 
closing months, Finance companies repaid foreign indebtedness in the first half of the year, but in- 
creased their outstanding borrowings from non-residents in the last half of the year and during the 


year as a whole, A wide variety of other types of capital movement, both inward and outward, was also 
encompassed within this group. 


The price of the United States dollar in Canada fell from 98.41 cents at the end of 1957 to 


96.44 cents at the end of 1958, It moved through a high of 99,16 cents in January and a low of 95.75 
cents in June, a trading range of 3.41 cents which was narrower than for any year since 1954, I 
general the United States dollar tended to decline over the first half of the year, 
rates from February to July were each lower than for the preceding month, For the first quarter the 
noon average was 98,11 cents and for the second 96.64 cents, In the third quarter the United States 
dollar strengthened, and the noon average for the period was 96.70 cents, During the final quarter of 
the year this tendency was reversed, but the noon average for the quarter as a whole was somewhat 


n 
The average noon 
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higher at 96.79 cents, The noon average of 97,06 cents for the year as a whole compared with 95,88 


cents in 1957, 


Summary of Capital Movements, 1955 to 1958 


(millions of dollars) 


Change in 
movement 1958 


1955_ 1956 1957 1958 from 1957 
‘Direct investment in Canada + 417 + 583 + 520 + 400 - 120 
| ee investment abroad - 74 - 104 = OS 29. 5 + "50 
Canadian securities: 
| Trade in outstanding bonds - 165 apie | = 43 + 6 + 49 
| Trade in outstanding stocks + 138 + 186 cae ee 4 cael a | - 54 

New issues + 166 +667, + 790 + 666 - 124 
| Retirements ) - 184 - 141 swt? - 104 = os 
Foreign securities - 6 + 2 + 19 + 29 + 10 
Loans by Government of Canada: 

Drawings - - - - 34 - 34 
| Repayments + 69 + 69 Teh oO + 64 * 4 
Ganadian dollar holdings of foreigners ase ate) - 24 - 34 ew bs ee 
SS as gma a me - 2 
dther capital movements + 204 + 148 Lee te 2k = 37 


Vet capital movement financing current 3 
account deficit + 698 +1,366 +1,400 tL, t2 - 28 
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QUARTERLY ESTIMATES OF THE cansen 


Note: Data for 1958 are preliminary an: 


1956 i ae ou ti 
sl IV Ms Ape 
A Current Receipts 
1 Merchandise exports (adjusted) .........ccccccsseesesseneneteeetenenenees 1,277 1,102 1,215 
3 Gold production available for EXPOFt ......cccccceeeeeesteteereeseees 35 39 31 
4 Travel expenditures rs.ciss.sasececeeen-cheivistes eestor osmeec ence sean: 55 31 716 
5 Inteteatand dividend {s.cz0..4...0tlme eee ee nen sees Al 25 37 
6 Freight and shipping \ic.ca seein ee etree eee ere 120 104 1A 
4 Inheritances and immigrants’ funds ............:::eeeeeeees Moces 28 25 42 
il All other current receipts <teccclixcosr-segcee tt oer teat aencee 124 111 106 
12 Total Current Receipts «cs. cec.iGerwe tee eae ees 1,680 1,437 1,621 
B Current Payments 
1 Merchandise imports (adjusted) A-ct\-2.0nv.atee eraser 1,427 1, 328 1,518 
4 Travel: expenditures a. cctwua cette aa cee eee 103 100 142 
5 Interest and dividendscn.an hw ee ee 170 129 142 
6 Freight and shipping... aula ene eee: 137 109 143 
y Inheritances and emigrants’ funds ............:::ccccceteeeeeereeeeeerees 31 27 30 
9 Official contributions .d..0).c0momenmereee 6 5 8 
11 All other current payments a.s..cue econ oe ee 150 166 166 
12 Total Cisrent: Payuient’..2..0<heotccehar eens: 2,024 1,864 2,149 
Balance 6n Merchandise Trad@i.<..07%.ctcte tue ese - 150 = 226 = 303 
Balance on Other Transactions, excluding B 9 ..............08. - 188 - 196 meee 
Official Contributions: 46 nae eee = 6 = 5 2 8 
Cc Current Account Balance o5. sci cccct hia, oe ete ~ 344 - 427 =- 528 
D Capital Account 
Direct Investment 
Direct investinent 1 Canada, ois ccccoceacoes Mcaeatecc aunts oaserennaes + 181 + QL + 163 
2 MinectrinvestMentsabNO Ad ismeeee eee eee ra een ee ayes eee ee ala, a Ie as 22 
Canadian Securities 
3a Trade in outstanding bonds and debentures ..................... - 13 =O - 3 
3b Trade in outstanding common and preference stocks. ...... + 29 7.0 aay 
4 IEW IS GS eee es ee el esac hin ae re + 200 + 264 + 296 
5 Petite nt aera ee eave ae an ee eae - 22 - Al - 23 
Foreign Securities 
6 TRACKS Wal, COLNE ATR? SISISNVIERS cop cor coccondecootan cooeronecoubsboseunsonbe tea: + 22 a ake} + 19 
| NG WIS UG Ree seeee tees ret rhe ton eee en eee ene a “6 - 4 - &4 
8 Reetire ents ee hes te eee ese ee es ree - + rt + <2 
Loans by Government of Canada 
9 IBY een hase) oo eee cer Gana saa saae sc cron munoDoecRe nepc oredr eof Seem Ac coronas gecobacodbon. - = = 
10,11 FCDA YING TUS a rae. ctr acre rec pae tc rneae were eeeseea chee nencueentaet soramed * 32 + J +n 
14 Change in Canadian dollar holdings of foreigners ................ + 5 = 33 26 
16 Change in official holdings of gold and foreign 
exchanee GMEKeASe sy MLMUS eer ssscete ates ternary see seee enemas pe eg! + 43 wu"? 
LF Other Capital MOVEMEDES ata. cas ay ase recpeastecasneerccernennaane catia - 48 + 129 + 82 
E Net. Capital Movement 0 i55320 gece, cree soot vents eae ee + 344 + £27 + 528 


NOTES: Mutua] Aid to NATO countries is not included in either current receipts or current payments. 
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A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annua] reports 0 


B 1) ‘‘The Canadian Balance of Internationa] Payments’’. 


A 11)This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance tran: 


B 11)actions, and business services. 


q LANCE OF INTERNATIONAL PAYMENTS 


] 
1957 1958 Annual Totals 
| Ww I eee ry 1955-1956 = 1957 1958 
(millions of dollars) : t 
| A 
1,284 es aiel 277 1,218 1,307 Ay332  Ay837 = 4g 99, B09 1 
50 AL 39 39 38 155 150 147 160 3 
59 32 76 185 59 328 337 363 352 4 
56 Bt 33 zy 70 160 142 149 161 5 
| 100 95 98 96 100 398 457 431 389 6 
|} 9 23 18 27 26 20 86 9 124 Sry et 
= 87 38 Eva 30 35 391 4A2 395 eye ae 
| 1,659 0G tires! ©1671 © 5679 59850 6,464 6,518 6380 | 12 
™ 
_ 1,292 1,151 1,354 1,206 1,353 Ay543 55565 554885, 064 | 
| me 105 101 145 190 108 LAY 498 525 5hd, 4 
181 125 129 V2 198 483 523 593 594, 5 
| 119 94, 116 Las 116 415 502 506 Lg 6 
33 29 33 34 35 105 115 122 Ee 
| 27 ia 16 2 10 24 30 37 9) 9 
| 162 167 172 161 163 o29 aed | 647 663 11 
1,909 ay07e) 15965" 13866. ‘2; 983 6,548 73830) 7,918; key ,.y92) Saate 
» s&s <1 ES) cae Ale cals seal A SOU 5 728) 25579.. o 
, = 225 oe oes 195. = 248 = 463 = 608 = 78s - — 839 
|e 17 eto), 12 10 = 24 (= 40° a0 37?) Saye 
Meo - 282 = 3 195 = 8, - 69% -1,366 -1,400 -1,112 [c 
D 
} 129 B35 ean 95 ane! + 130 A417 +583 20 + 400 1 
| 5 ee ee yg se RT Loos = = "11, 10, AP Se 65 a Agee 
a ae Pigs ey Uy owe eae: tees 
| io. 7 + 3 + 13 + 35 +. 30 + 138 + 188 LST + 33 3b 
| * 88 + 168 + 290 + 96 Peat) + 166 + 667 + 790 + 666 4 
= 28 TG a ee: Sy 2) -18%% -Ul -137 -104 5 
al Doll) seca alla Aaa = lea ans Doo Se a! eae : 
IS ie aa =) 2800 ko FBS ete 23 ve I ay 
+ 1 + 4 + ,) + I. + > oe Wd ~ * 3 + 6 8 
| - - 16 -~ 8 - - 10 = = = - 34 9 
| oe 17 + 7 + 17 ers, + 33 + 69 + 69 + 50 + 64 | 10,11 
| a8 PablGOwemeoe + 90 = 9 fe eet «Ola Uke aes +/105 14 
' S 9050) + 4h = 33 “F705 2 aps a 
| = 27 + ff - . i <p + a +204 + U8 + 58 +3]. 17 
Weed) * 282-1932 + 195+ BMH O98) 71,708 Ge A) ae 
‘NOTES: 


D A minus sign indicates an outflow of capita] from Canada. 


D1,2 Exclusive of undistributed profits. indented 
, : ; i ness 
'D17 This item includes mainly short-term capita] movements in the form of changes in international] open account commercia indebte , 
private and chartered bank holdings of exchange, and Joans between private unreJated parties. It also includes the balancing item re 
‘presenting unrecorded capita] movements and errors and omissions throughout the accounts. 
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Canada's current deficit of $450 million in goods and services with other countries in the 

first quarter of 1959 compares with $282 million in the same period of 1958, The change from 1958 re- 
| sulted from a trebling of the import balance on merchandise account to $188 million and a rise of about 
| one-fifth to $262 million in the deficit from non-merchandise transactions, 
| 


The larger import balance between 1958 and 1959 has resulted from a rise in the value of im- 
ports while the greater imbalance in non-merchandise transactions resulted mainly from larger net pay- 
ments by Canada on travel abroad, larger net remittances of interest and dividends to non-resident 
investors, and a temporary reduction in gold production available for export. 


The rise in the deficit from non-merchandise transaction 
| with a consistent and substantial rise in imbalance from non-merchandise sources in each year since 
1952, Payments have risen more than receipts reflecting a great variety of influences, These in- 

fluences are associated for the most part with the rise in Canadian indebtedness to other countries 


s has been underway for some years 


which has led to increased interest, dividends, head office charges and other payments for business 


services and the rises in population and consumers' incomes which have induced much heavier personal 
outlays on travel and other services and remittances abroad, 


| 
| 
t As a result of the rise in net payments for non-merchandise transactions the current deficit 
| of $450 million in the first quarter of 1959 was greater than the deficit of $427 million in the first 
quarter of 1957, which was the highest for that period of the year up to then. In 1959 the imbalance 


from non-merchandise transactions was up by almost one-third from the 1957 level, although the import 
balance on merchandise trade was less. 


Sharp rise in deficit on merchandise trade 


In the first quarter of 1959 there was a rise of 9 per cent in the value of merchandise im- 
ports which along with a slight drop in the export total had the effect of producing an import balance 
of $188 million compared with $63 million in 1958, and $226 million in 1957. This rise in imports 
contrasts with a decline of 13 per cent between the first quarters of 1957 and 1958, Fluctuations in 
Canadian imports are closely related to levels of incomes and business activity in Canada, and normally 
substantial rises accompany general upturns in economic activity of the kind that has been evident, 


The increase in the volume of imports in 1959 was somewhat more than in value, import prices 
being on average appreciably less than one year earlier. As export prices were slightly higher than 
in the previous year a favourable change in.the terms of trade is indicated, 


| The rise in the value of imports of 9 per cent was due to a few increases of significant size 
in a small number of commodities along with relative stability in the value of most items and only a 
few decreases, Increases occurred in such commodities as automobiles and parts, farm implements, some 
chemicals and rubber. Included among commodities showing relative stability were such large groups, 
which have shown considerable flexibility in recent years, as industrial machinery and rolling mill 
products, and also fuel. Among the few instances of declines were coffee, pipes and tubes, mining 
machinery, aircraft and electrical apparatus. 
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Most of the increase which occurred between 1958 and 1959 was from the United States and 
other non-Commonwealth countries. In comparison with 1956, however, when the total was not dissimilar, 
the principal change has been less concentration in imports from the United States,with more of the ~ 
purchases from the United Kingdom and other overseas countries and less from the United States than 
in that earlier period of rising demands. 


While exports from Canada in the first quarter were not greatly different in total value 
from the previous year, there was considerable change in composition, The drop of less than 2 per 7 
cent in total reflects a variety of diverse changes. Several commodities which had been unusually 
high in the previous year, like cattle and aircraft, were sharply lower. There were also reductions 
in exports of such metals as aluminum, copper, and nickel more than offsetting a further sharp rise 
in uranium. On the other hand forest products were higher in total, particularly in the case of 
lumber and pulp which more than offset a drop in newsprint exports, There was also a small gain in 
exports of vegetable products including grains and in non-metallic mineral exports in total, although 
a further decline occurred in petroleum. Gains also occurred in exports of fish and products and 
agricultural implements. 


Changes in the direction of trade were not pronounced. While there were moderate rises in 
shipments to the United States and United Kingdom, there were declines to other overseas destinations. 
These were most notable in the case of exports to India and to Europe and Latin America, In the pre- 
vious year there had been large shipments of government-financed wheat to India and shipments of 
military aircraft sold to Germany. 


Further rise in deficit from services and other non-merchandise items 


The deficit from non-merchandise transactions continued to rise in the first quarter, At 
$262 million the deficit from this source compares with $219 million in the first quarter of 1958, 
and $201 million in that part of 1957, $176 million in 1956, and $181 million in 1955, At this level 
this imbalance was slightly wider even than in peak quarters in recent years which have usually 
occurred in the fourth or second quarters. In only one year in the post-war period (in 1955) has 
maximum imbalance from these transactions occurred in the first quarter. 


The increased deficit originated in larger net payments on travel and income accounts and in 
transfers of migrants' funds. And gold production available for export was considerably less than in 
the previous year, and a small surplus on freight and shipping account disappeared. Changes in the 
opposite direction occurred, however, in smaller payments on account of official contributions and 
for all other current transactions, 


The deficit on travel account rose from $69 million to $84 million. This was the result 
of larger Canadian expenditures on travel in both the United States and overseas, Although the 
largest part of the rise was in winter travel in the United States compared with the previous year, 
there was a particularly sharp increase in Canadian travel overseas as well. At the same time non- 
resident expenditures on travel in Canada during the winter were only slightly larger than in the 
previous year. 


The deficit of $110 million on income account compares with $94 million in the same quarter 
last year. This was the result of reduced receipts and increased payments. Receipts of dividends by 
Canadian companies from direct investments abroad were less, while payments of both interest and 
dividends to non-resident investors were higher. The larger interest payments by Canadian debtors 
reflected Canadian borrowing in the United States through the sale of new issues in the previous year. 
The rise in dividends was chiefly the result of larger transfers by subsidiaries to parent companies 
in the United States, although a small rise also occurred in dividend payments by public companies 
to non-residents, The increased transfers by subsidiaries were most prominent among industries pro- 
ducing for consumer markets in Canada, 


With a reduction in immigration there was a decline in immigrants" transfers, while pre- 
liminary indications are that outward transfers were higher. Gold available for export appears to 
have been temporarily reduced, 


In the quarter expenditures by the Canadian Government on official] contributions amounted 
to $8 million compared with $11 million in the same quarter of 1958, All other current transactions 
gave rise to a deficit of $73 million in 1959 compared with $79 million in the same quarter of 1958, 
This was partly because payments had been unusually high in this quarter last year due to some non- 
recurring government settlements. But while some other official transactions were also less this 
year, there were general increases in transactions in services by business and individuals. 
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the quarter, With OEEC countries the export balance was reduced by about one-half, 
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Transactions by areas 


The current account deficit with all countri 
States where the rise was about one-third from $320 mi 
in the first quarter 1959, This was because of an abrupt change in the account with overseas 
countries from a surplus of $38 million in 1958 to a deficit of $22 million in 1959, This latter 
change was distributed among transactions with the Rest of the Sterling Area, OEEC countries, and 
other foreign countries, The surplus with the United Kingdom continued at $12 millions 


es rose even more sharply than with the United 
llion in the first quarter 1958 to $428 million 


With the United States the increased defici 
merchandise transactions, Imports from the United St 
most groups of "invisible" items with that country co 


t came from both commodity trade and non- 
ates rose considerably more than exports and 
ntributed to an enlarged deficit, 


With the United Kingdom the current balance rema 
balance on merchandise account was offset by a larger defi 
transactions, 


ined at $12 million as a large export 
cit from a variety of non-merchandise 


With overseas countries other than the United Kin 
surplus of $26 million in the first quarter of 1958 to a deficit of $34 million in the first quarter 
of 1959 due to a contraction in merchandise surplus as exports fell and imports rose. This was the 
case to a varying extent with each of the groups of countries included, In the case of the Rest of 
the Sterling Area a decline occurred in the current account surplus as the value of exports was 
stlaller mainly due to less wheat exported to countries in Asia compared with 1958 when some large 
shipments were financed by credit from the Canadian Government. The balance from non-merchandise 
transactions with this group was the same apart from a lower level of official contributions during 
Exports were 
considerably lower to many European countries, including Germany, while imports rose, The resulting 
export balance was more than offset by net payments for non-merchandise transactions, In the case of 
all other countries the greatest change was a rise in imports, 


gdom there was a change from a current 


Summary of Current Transactions with the 
United States, United Kingdom, and Other Countries 
First Quarter 1958 and 1959 


(millions of dollars) 


All Countries United States United Kingdom Other Countries 


1958 1959 1958 1959 1958 1959 1958 1959 
Merchandise exports (adjusted) 1,088- (1,071 650 660 157 163 281 248 
Merchandise imports (adjusted) alba: 1259 828 905 113 1D. 210 242 
Balance on merchandise trade - 63 - 188 -178 -245 + 44 +55 1. cae fat + 6 
Balance on non-merchandise trade - 219 - 262 -142 -183 = 32 - 39 - 45 - 40 
Current account balance - 282 - 450 -320 -428 - 12 + 12 +20 - 34 


hits 


Capital movements 


Capital movements in such long-term forms as direct investment, portfolio security trans- 
actions, and official loans led to a net capital inflow of $235 million in the first quarter equi- 
valent to slighly more than half the deficit on current account in this period, Other capital move- 
ments, mainly in short-term forms, totalled $215 million. It should be noted that the inflow in long- 
term forms in the first quarter of the year customarily falls short of the current account deficit, | 
and that on three earlier occasions in the fifties the shortfall was relatively greater than in the | 
current year. 


The net movement of foreign capital into Canada for direct investment in foreign-controlled | 
enterprises during the first quarter is tentatively placed at $70 million which is close to the lowest) 
level recorded since 1951. It represents a sharp drop from the movement of $130 million in the final 
quarter of 1958, but that quarter was influenced by transfers in anticipation of 1959 capital 
requirements, The first quarter inflow has customarily been lower than average and the figure for 195! 
may be compared with $85 million for the corresponding quarter of 1958, 


Inflows for the development of petroleum and mineral resources although at a reduced level 
compared with a year earlier, continued to represent by far the largest part of the net movement, The 
outline of the geographical origin of the inflows was broadly similar with some indication that a 
slightly higher proportion of the movement came from the United States. 


It is tentatively estimated that no net balance resulted from movements of Canadian capital 
for direct investment abroad during the quarter, outflows having been offset by roughly equivalent 
returns of capital, This result compared with outflows of $5 million in the final quarter of 1958 
and $15 million in the first quarter of that year. 


Transactions in Canadian portfolio securities led to a net capital inflow of $163 million, 
This compared with $124 million in the final quarter of 1958 and $154 million in the first quarter 
of that year. The total of $163 million included net sales to non-residents of $35 million out- 
standing Canadian bonds and debentures, $33 million outstanding Canadian common and preference stocks 
and $133 million of new issues of Canadian securities, offset to the extent of $38 million by retire- 
ments of foreign-held Canadian securities. 


The substantial net sales of outstanding Canadian bonds and debentures, made up largely of 
Government of Canada direct and guaranteed issues represented a further growth over the fourth quarter 
when net sales occurred for the first time since the first quarter of 1956. The sale to non-residents 
of $133 million of new Canadian issues comprised $112 million of government issues chiefly made up 
of provincial, and $21 million of corporate bonds and stocks. More than half of the $38 million of 
foreign-held bonds retired during the quarter were issues of the Government of Canada, 


Comparing transactions in all Canadian securities during the first quarters of 1958 and 
1959 the principal changes were greatly increased net sales to non-residents of outstanding issues 
of both stocks and bonds, a more moderate reduction in sales of new issues, and increased retire- 
ments (due primarily to the prepayment of a Government of Canada issue), The net inflow arising 
from transactions in securities of governments of all levels as a group rose, while the net inflow 
from transactions in corporate bonds and stocks fell. 


Transactions in foreign portfolio securities led to a net capital inflow of $3 million in 
the quarter, 


The impact on Canada's balance of payments of intergovernmental loan transactions was 
smaller than in any earlier quarter covered by official balance of payments statistics. There were 
no repayments made to Canada, the final quarterly instalment on the 1942 loan to the United Kingdom 
having been made in 1958, A further advance of $1 million was made to Ceylon for the purchase of 
wheat flour. 


There was a capital outflow of $14 million during the quarter arising from reductions in 
Canadian dollar holdings of foreigners. Outflows of $9 million and $16 million occurred respectively 
in the final and first quarters of 1958, but in the intervening quarters Canadian dollar holdings of 
foreigners rose by $130 million. A part of this increase reflected funds held by the Government of 
Canada in a trust account for the United States Government to facilitate the placing of contracts in 
respect of Strategic Air Command bases; the balance of this account at March 31, 1959 was estimated 
in the Budget Papers at $43.5 million. 
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A capital inflow of $49 million occurred from the exchange transactions of the Government 
; Canada, including the operations of the Exchange Fund Account. Official holdings of gold and 
‘United States dollars, expressed in terms of United States currency, were decreased from $1,939.1 
million at December 31, 1958, to $1,888.3 million at March 31, 1959. 

r Other capital movements appear on balance to have resulted in an inflow of $180 million; 
large inflows in this item are characteristic of the first quarter. 


The exchange value of the Canadian dollar fell slightly during the first quarter. The noon 
average price of the United States dollar in Canada, 97.05 cents, compared with 96.79 cents in the 
preceding quarter and 97.06 cents for 1958 as a whole. The trading range was 2.03 cents; the low of 
96.16 cents was recorded at the beginning of January and the high of 98.19 cents in mid-February. The 
closing quotation was 96.78 cents. 


Summary of Capital Movements, by quarters, 1957 - 1959 


(millions of dollars) 


957 1958 1959 

} 
| Fourth First Second Third Fourth First 
|g Quarter Quarter Quarter Quarter Quarter Quarter 
Direct investment in Canada ae PAS) eo eh, + 95 + 90 + 130 + 70 
| = 
‘Direct investment abroad - 5 =n) {LD - 10 we WG, - 5, - 
‘Canadian securities: 
Trade in outstanding bonds sie el, - 1 - 10 - 5 #22 cS, 

Trade in outstanding stocks + 7 aa pees: Tb Re 8S), SZ, nee: 
| New issues ap Lets, + 168 + 290 at NSIS nt Sie FESS 
' Retirements - 28 - 16 - 38 +s - 42 - 38 
f 
Foreign securities + 5 aS - ee aS fem 
| Loans by Government of Canada: 

Drawings - - 16 - 8 ~ - 10 - 1 

Repayments Gre ly ae ee), fy) ) 2-539 - 
Canadian dollar holdings of 
foreigners + 18 - 16 + 40 + 90 ar ae ee 
Official holdings of gold and 

foreign exchange (increase, -) = 6) - 39 - 52 e372 - 50 + 49 
Other capital movements « 27 + 114 - 6 - 165 +98 + 180 
‘Net capital movement financing 

current account deficit + 250 + 282 #331 +135 + 304 + 450 


QUARTERLY ESTIMATES OF THE CANA’ 


NOTES: Mutua] Aid to NATO countries is not included in either current receipts or current payments. 
A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annua] report 


B 1) ‘*The Canadian Balance of Internationa] Payments’’. 


Note: Data for aris are preliminar 
Be ee pi 
res ee See pet It WV 
A Current Receipts 
Merchandise exports (adjusted) .......ccccccccccccceseeeeeeeseseeseneereees 1,102 Ly2k5 1, 308 1, 28) 
3 Gold production available for CXpOrt ........ccccccceeeeeeeeeeee 39 31 27 5 
4 Travel expenditures tc Wl ken ech oe en erecee a en: cere 31 76 197 5 
5 Interest and GUVIGENdS™ tie ene iar aia eae eee Zo oT SL 5t 
6 Ripoieht ‘anid: SHIDPIMe o.oo eae e-ccneeetreeeete conch eae goes 104 1 113 10% 
mi Inheritances: andsimMmMlerants LUNAS: cen nese eres aes Pas: 42 34 Z) 
11 All ofhier current 2ee@ei pte & Rous cect aces epee ads tae eens ps 106 91 sf 
12 Total Current: Receipts” .ocseoescastenscoos. teen eae 1,437 1, 621 1, 801 iy 65¢ 
B Current Payments 
1 Merchandise imports (adjusted) .......0.cccccccececececeereeresseeevseees 1,328 iy 5 1,350 1,29% 
4 Travel SkependiUIes 61 ee ee ee eae 100 142 178 104 
5 Interesteandidividende aoe ee ee eae Lay 142 11 18) 
6 Pieightand sIMODING Muu ne ee 109 143 135 11 
i Inheritaricestand emigrants’ funds <...<ctr orev eres ae 30 oe 3° 
9 @fficialecon tribuGLOMS usc ete cee eee enn eo 5 8 4) ‘ 
11 All Other Currents pa yMlGMtsies emer cna a eee eee ance cee 166 166 153 162 
12 Total Cument Payinentsee jaye ecs.coteaeestae cee sees ees eee eetoess 1; 864 2» AAS) 1 996 1, 906 
Balance on Merchandise Trade soo 2 sisiacses et scscssess vse eetbeerss Pls - 303 - 42 - € 
Balance on Other Transactions, excluding B 9 «0.0.0.0... - 196 Pe ="7Z6 - a 
Official) Contriputiona: (24/002 en ee ane eee ~ 5 = 8 meet; - 
Cc Current Account Balance .........0..0..00ccccccccccceccceccesecseesesensecnecseens = 427 - 528 ~ 195 - 25( 
D Capital Account 
Direct Investment 
1 Ditectinvestmentin’Canada Jic:.d.40 kth. AO tiniQh + 163 POLS, + [es 
2 Direchinvestment abroad. face... ee - 20 - 22 - 18 - = 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................005. - 10 - 3 - 15 =~ 
3b Trade in outstanding common and preference stocks. ...... TAO yeas Ws PAS + 3 
4 NeW ISSUCS "operate cc seme Ac een cman eas ee + 264 + 296 gat + ie 
5 FUE QIO RLS vce crete cick sit eat escheat ee - Al - 23 —aA = 2 
Foreign Securities 
6 Trade. in GUvStandinerssies eve ee - 10 + 19 + V7 + 3 
7 New issues ..shieeeresuth.c keene: ea ate ee ampor th - 4 mip 3 - 8 
8 Betirements } a tucmeiatke cere Gainer Os eee re ae aa = 1 + 2 + 1 + i 
Loans by Government of Canada 
9 DRAWINGS ecossnes een tose sade te sock conse cee se cvecnecucadm: ne heseneen meets = - - =- 
10,11 FLOUR VET GC con eee Keon ss ee te ee eC + 7 £19 + fi + (7 
14 Change in Canadian dollar holdings of foreigners ................ - 33 - 26 ay + Gig 
16 Change in official holdings of gold and foreign 
CxChangzesGnCreaSemn Mm NUS) sane ocd aa com ase meeeee eee = 13 - 22 + 53 + 76) 
17 Other capital movemonts,.9. 22 44.2.c0..0. aoe Wis een + 129 + 82 - 126 - 27 
E Net Capital. Movement.4.4. 622.638) 2 ee + £27 +525 + 195 + 250 


A 11) This item includes government transactions n.o.p., persona] and institutional remittances, miscellaneous income, insurance t) 


B 11) actions, and business services. 


ie) 957 are subject to revision, 


INCE OF INTERNATIONAL PAYMENTS 


. Exclusive of undistributed profits. 


=: : ) : iG ial indebtedness 
“ais item includes mainly short-term capital movements in the form of changes in internationa] open account commercial indebte , 
rive chartered pene holdings gh oe a and Joans between private unrelated parties. It also includes the balancing item re- 


and 


Four Quarters 
ae 
1956 1957 1958 March 3: etre) 


i) 945 S 1959 Annual Totals 
I 
I TL sions of dollars) _ se 
ee, 44218 1, 307 1,071 4,837 4,909 4,890 
oh 39 38 30 150 sWAg) 160 
76 185 59 33 B37 5) 365. he Sea 
ef ce 70 22 142 149 161 
98 96 100 98 457 431 389 
27 26 20 17 99 124 91 
84 80 85 85 442 395 oat 
Lesh hy O71. 1,679 1,358 6,464 6,518 6,380 
Pesak My 2066 25353 1,259 5,565 5,488 5,064 
145 190 108 117 498 525 544 
hed le 198 134 523 593 594, 
116 121 116 98 502 506 447 
a 33 34 35 34 115 122 131 
16 12 10 8 30 37 49 
| 172 161 163 158 597 647 663 
1 6 To 965"): #1866. 1,983 1,808 7,630 7,918 17,492 
| PCM etd... 26 - 188 aw 2B bs BOG 77, 
Bm Bas S195) 248 eT Er60g"* Sverre B59 
ea > (is ype ae CO - 8 et 9 mrs 9 Peer one A: 
\ 28 - 331 - 195 = 304 - 450 -1,366 -1,400 -1,112 
y 2 BGS 2 8590), + 130 + 70 + 583 + 520 + 400 
r a Peto te eg os ee LOD: cei 5~ bagel 5 
me = 10 5 5) (+ (29 + 35 Ath lo pe RT | 
+a 3 + 13 + 35 + 32 +i. 33 LSS | Oh 137 kt 3 
fee 0 * 2900 t HCO «CD +133 PRO gO Warr 1O0G 
- 16 ES: a oe) - 38 -~ Ul - 137 -~1% 
eet Se Boe a 3 kgnenine sapere L: 
ee ..7.-— 1. - 3 ee SHASY OR O9 se Ty 
+ BS bey + 1 + > + 9 Capes Reo es -G 
"mlb = «8 snes vale bh O Lor oF * Sorat ea 
fee +t 17 + 7 +e (33 = TiO oti GO. FGM 
fee 40. +. 90. - 9 - & - 24 34 + 105 
fe - 52 .+ 32. ~ 50 + 49 Se Dates © LOS hae CLP 
* a pny fee THA mi 78 + 180 +g + 58 + 22 
| 38k nt 1954. + 30, +450 1,366 +1,400 +1,112 


D esenting unrecorded capital movements and errors and omissions throughout the accounts. 
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The outstanding feature of Canada's balance of payments in the first half of 1959 has been the rapid 
enlargement in the current deficit from transactions in goods and services with other countries. The rising 
level of imports and a continued growth in the deficit from non-merchandise transactions have combined to 
expand the current deficit in the half year to $837 million which was more than a third greater than the 
corresponding deficit of $590 million in 1958. At this level the deficit was more than in any other year 
except 1957 when the imbalance amounted to $970 million in the half year. In the second quarter the current 
deficit of $430 million was also about one-third greater than in the corresponding quarter of 1958. 


The leading change has been the rise in the import balance but the amount of the deficit contributed 
by non-merchandise transactions of $482 million in the half year was greater than ever before, having been 
rising for a number of years. In this period it made up well over one-half of the deficit, All groups of 
transactions contributed to the larger imbalance with the exception of miscellaneous transactions on govern- 
ment account, which in this period of the previous year contained some non-recurring items. Remittances of 
interest and dividends to non-resident investors continued to be the largest contributor to the non-merchandise 
deficit and rose more than the other items, other than merchandise imports. A deficit of $355 million on 


merchandise account, while considerably more than double that in the half year of 1958, was still well under 
the peak import balances of 1956 and 1957. 


Prominent factors in the background influencing the rising deficit include, of course, the increased 
economic activity in Canada in 1959. This has raised demands for imports and made for greater rises in 
imports than in exports, which in many commodities continued to be at less than capacity. Some accumulations 
of inventories of imported goods also appear to have played a part in recent rises in imports. Another 
factor has been Canada's increased indebtedness to other countries in recent years, which has been leading 
to rising payments of interest and dividends in particular, and general growth in Canada has made for larger 
expenditures and remittances abroad for a variety of purposes, 


Continued rise in deficit in merchandise trade 
——— ee nn Cericrt in merchandise trade 


In both of the first two quarters of 1959 the import balance on merchandise account was several 
times higher than in 1958, but remained less than in peak periods of 1956 and 1957. In the six months this 
merchandise deficit was $355 million compared with $140 million in the same half of 1958, and $474 million 
and $529 million respectively in this half year in 1956 and 1957. The big change between 1958 and 1959 has 
been brought about by the sharp rise of 10 per cent in imports which contrasts with a 2 per cent rise in 
exports in the half year. In the second quarter, however, the rise in exports was some 6 per cent. While 
imports in the first half of 1959 were almost as high as in 1956 and 1957, the import balance has been con- 
siderably less than in those years because of the higher level of exports in the second quarter of this year. 


Imports in the second quarter rose sharply over the second quarter of 1958. This rise of almost 14 
per cent in the period was several times that occurring in the first quarter and brought the total to the 
level of the earlier record in the second quarter of 1956. In the six months the rise has been 10 per cent 
over 1958 but the half year total was 3 per cent below the earlier peak in 1957 but almost as high as in 1956. 


Contributing to the gains in imports in the second quarter have been rises in the levels over 1958 
in certain commodities like machinery and metal products and some industrial materials which for over a year 
have been considerably less than during the period of peak imports, along with continued high levels of some 
items like automobiles and farm implements which have been consistently high this year. As well as being 
influenced by higher levels of business activity some build-up of inventories appears to have been a con- 
tributor, particularly in the case of steel where a subsequent interruption of supply from industrial disputes 
in the United States was anticipated. 


In the six months increases have been distributed among industrial materials, consumer goods, and 
some industrial equipment, with less emphasis on the latter than occurred in the second quarter. The in- 
creases have been general among sources. While most overseas countries have shared in the increases, imports 
from the United States also rose significantly and continued to constitute well over two-thirds of the total. 


Total exports in the second quarter were up by 6 per cent over the same quarter last year. This was 
due to a sharp rise in exports to the United States as shipments to overseas destinations were less than in 
the previous year when some special factors were at work. This contrasts with the export results for the first 
quarter when there was a decline in the total. The increase in the second quarter to new high levels for the 
period for both totals to all countries and to the United States was due to general rises in a number of 
commodities among forest products, metals and minerals. But at the same time some major items like wheat, 
nickel and military aircraft were lower than in the previous year. 
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In the six months the pattern of change was generally similar with increases in a number of 
commodities being partially offset by a number of reductions. The increases were most concentrated in. 
minerals like uranium, iron ore, and asbestos, and forest products of which the best examples are lumber, 
wood pulp and plywood and veneers, and in farm machinery. The declines were in farm products like wheat d 
other grains and cattle, in other metals and minerals such asnickel, copper, petroleum, in aircraft and some: 
chemicals. In the previous year wheat and military aircraft particularly were influenced by special factors 
like government loans and certain contracts which did not recur in 1959. Other major commodities like news- 
print, fish, aluminum, zinc,and fertilizer showed little change. Changes in the destinations of exports in 
the half year were in the same direction as in the second quarter. The recovery in shipments to the United 
States, leading to that market taking 62 per cent of total exports, more than offset reductions which occurr 
in shipments to most major overseas markets. An exception to the general declines in overseas trade was a- 
rise in shipments to Japan. 


The increase in the volume of imports in the first half of 1959 was slightly more than in value, ~ 
with import prices averaging below the corresponding period of 1958. As export prices were somewhat higher, 
there was an improvement in the terms of trade. 


Deficit from transactions in services and other non-merchandise items higher in half year 


In the half year, all groups of non-merchandise transactions but one shared in the continuing | 
growth in the non-merchandise deficit. The deficit of $482 million from all non-merchandise transactions 
compares with $450 million in the first half of 1958, having risen by almost a half since 1956 and having — 
virtually doubled since 1954. 


The deficit from services and other non-merchandise transactions declined slightly from $247 milli 
in the first quarter to $235 million in the second quarter. While this had the effect of reversing the over 
the-year increases in the deficit, which had occurred consistently since the second quarter of 1956, it does 
not necessarily represent a change of trend as some of the components do not follow a consistent pattern be- 
tween the first and second quarters. A reduction in the deficit in the travel account affected by the date | 
of Easter, and in non-recurring elements in the previous year in the item "all other current transactions" 
contributed to this change. 


The deficit in the income account of $213 million contributed the largest part of the increase in) 
the half year. It was $18 million and $11 million larger in the first and second quarters of 1959, re- 
spectively, or $29 million for the half year, than in the corresponding periods of 1958, as remittances by 
non-resident-owned subsidiaries were much higher and the increase in payments of interest and dividends was 
extended with the continuing growth in non-resident holdings of securities. 


In the second quarter of 1959 the deficit on travel account of $54 million was $10 million less 
than in the same period of the previous year, in contrast to the first quarter when it was greater by $16q. 
million. There was consequently a small rise in the deficit from this group of expenditures to $138 millior 
from $132 million in the first half year. These changes were brought about by a significant rise in | 
receipts together with virtually no change in Canadian expenditures abroad in the second quarter following 
a sharper rise in Canadian expenditures abroad than in receipts in the first quarter. To a considerable 
extent the opposite trends in Canadian expenditures in the Unites States in the two quarters are a re- 
flection of the location of heavy Easter travel in March this year in contrast to April in the past few 
years. 


The deficit from freight and shipping was moderately larger, following a relatively higher increas 
in merchandise imports. Remittances of inheritances and emigrants’ funds were somewhat greater, and credits 
from gold production were smaller in the first half of 1959 than in the same period of 1958. Miscellaneous | 
transactions were the only group which gave rise to a smaller deficit, The reduction was concentrated in 
the government account, where the imbalance was ameliorated by $14 million and $10 million in the first and 
second quarters, respectively, as some large non-recurring items were included in the first half of 1958. 


Transactions by areas 


The emergence of a current account deficit in Canadian trade with overseas countries has been an 
exceptional development in 1959. This has been a continuation of a trend which has been underway for some 
years. The deficit this year follows a greatly reduced surplus in 1958 and contrasts with the large sur- 
pluses from transactions with overseas countries which were the characteristic feature some years ago when 
such surpluses were available for meeting current deficits with the United States. The current deficit witl 
overseas countries of $80 million in the half year arises from a substantial deficit of $140 million from 
non-merchandise transactions with overseas countries which more than offset the greatly reduced merchandise 
surplus of $60 million. | 


Se ae 


United States from $680 million to $757 million, a slight decline in the surplus with the United Kingdom to 

ly $18 million, and a sharp reversal from a positive balance of $62 million to a deficit of $98 million for 
ther countries. The enlargement in the deficit with the United States occurred entirely in the first quarter, 
followed by a moderate amelioration in the second quarter, while more than two-thirds of the deficit growth 
with overseas countries developed in the second quarter. 


While the deficit with the United States for the first six months of 1959 was above that for the 
ame period of the previous year by over 10 per cent, the latest deficit was 72 per cent and 80 per cent 
of that for the first six months of 1957 and 1956 respectively. The increase in the deficit with that 
country was distributed in the ratio of about 2 for merchandise trade to 3 for non-merchandise transactions, 
and the latter group contributed 45 per cent of the total current imbalance with the United States in the 
half year. 
Between the first six months of 1958 and 1959, the positive balance in merchandise trade with the 
United Kingdom was reduced moderately, as was the deficit on non-merchandise account. 


| The development of a deficit with all other countries was attributable to a reduction in exports 
and a rise in imports which turned a large export balance in 1958 into a small import balance in 1959. With 
the O.E.E.C, group of countries the positive balance on merchandise trade was reduced by some $100 million 
and a current account deficit with these countries appeared. Contributing to these latter changes was the 
absence this year of military aircraft which had been delivered in the previous year. There were also re- 
duced sales of grains to some Western European countries. Declines in exports to other areas overseas were 
also general with the most notable exception being Japan to which market shipments rose significantly. At 
the same time Canadian imports from many overseas countries rose substantially in the half year with in- 
creased purchases of both manufactured goods and primary commodities. 


Summary of Current Transactions with the 


| United States, United Kingdom and Other Countries, 1958 and 1959 
| (millions of dollars) 


All Countries United States United Kingdom Other Countries 
1958 1959 1958 1959 1958 1959 1958 1959 
| 
| 
Second quarter 
Merchandise exports (adjusted) S27 IAS sy 720 850 206 201 Sisiil 301 
Merchandise imports (adjusted) 1,354 1,547 926 1,045 £57 7, AN 325 
| 
f 
Balance on merchandise trade =e 7 - 195 - 206 - 195 + 49 + 24 + 80 - 24 
3alance on non-merchandise trade - 246 Seis - 178 - 173 2D oe PALL - 43 - 41 
Jurrent account balance - 323 - 430 - 384 - 368 + 24 $753 + 37 - 65 
January to June 
! : 
| 
derchandise exports (adjusted) 223.605 2,409 iL SVAC 1,498 363 364 632 547 
ferchandise imports (adjusted) 25505 2,764 1,754 1.913 270 287 481 564 
3alance on merchandise trade - 140 - 355 - 384 - 415 + 93 + 77 +151 - 17 
3alance on non-merchandise trade - 450 - 482 - 296 - 342 - 65 - 59 - 89 - 81 
turrent account balance - 590 - 837 - 680 - 757 + 28 + 18 + 62 - 98 


| 
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Capital Movements 


The net inflow of capital to Canada in such long-term forms as direct investment, portfolio securi 
transactions, and official loans, amounted to $311 million in the second quarter of 1959 compared with $247 
million in the first quarter. At these rates it was equivalent to 72 per cent of the current account defici 
in the second quarter and to 61 per cent in the first. As will be seen, the second quarter was influenced b: 
larger than usual movements for the acquisition of existing investments in Canada; these extraordinary trea 
actions more than accounted for the higher proportion of the current account deficit covered by capital move 
ments in long-term forms. It should again be noted, however, that the proportion of annual capital inflows | 
in long-term forms occurring in the first half of the year is normally smaller than the proportion of the 
current account deficit incurred in this period. 


The other capital movements, mainly in short-term forms, totalled $119 million in the second 
quarter of 1959 and $160 million in the first. There are many types of movements included within these in- 
flows. Important in the second quarter, among the elements which are shown separately in the statement, was: 
a sharp growth in Canadian dollar holdings of foreigners. This inflow was mainly the result of conditions 
in the short-term money market. There was at the same time, however, an outward movement of similar magnitu 
reflecting increased official holdings of gold and foreign exchange. Amongst the other movements in the 
second quarter were a substantial reduction in Canadian holdings of foreign exchange by other than official 
accounts, and increases in Canadian payables. During the first quarter there was an important inflow re- 
flecting a reduction of official holdings of gold and foreign exchange, but the largest part of the net 
movement appeared to reflect increased payables on commercial account. 


The accompanying statement includes half-yearly data. It reveals that capital movements in the 
long-term forms shown separately have not kept pace with the rising current account deficit in 1959. The 
deficit in the first half of 1959 was $247 million higher than for the same period of 1958. But the net in=-) 
flow of capital for direct investment, security, and official loan transactions was $2 million smaller than | 
in the earlier period. And the current account deficit increased by $342 million between the last half of | 
1958 and the first half of 1959 while the movements in the long-term forms mentioned rose by only $29 millio 
Canada's international transactions in 1959 have consequently depended to an increasing extent on the use 
of short-term credit either through the drawing down of Canadian assets abroad or the increasing of 
Canadian liabilities. Money market conditions have played an important part in this process. 


Geographically, during both the first and second quarters of 1959, 80 per cent of the net movement 
of capital in the long-term forms described earlier came from the United States. This was roughly the same : 
proportion as for 1958 as a whole. In the first half of 1958 the United States accounted for a larger part» 
of the total, but in the second half for a smaller part. In absolute amounts, the inflow from the United 
States estimated at some $445 million in the first half of 1959 was at just about the 1958 annual rate. It 
was smaller than the total of $488 million in the corresponding period of 1958 but above the total of $397 
million for the last half of the year. But, as will be indicated, the inflow in 1959 included some special 
transactions which more than account for the difference in the latter comparison. During the first quarter 
of 1959 these inflows from the United States were equivalent to slightly more than one-half the current | 
account deficit with that country, and in the second quarter to slightly more than two-thirds. These pro- 
portions were lower than for any quarter in 1958 and compare with nearly four-fifths for the year as a whole 


A sharp rise occurred in the net inflow of foreign capital for direct investment in foreign- 
controlled enterprises during the second quarter. The movement is tentatively pleced at $180 million, com-— 
pared with a revised estimate of $85 million for the first quarter of the year. The second quarter move- 
ment was not far below the record for any quarter. Contributing to the increase of $95 million was a 
substantial net movement for the acquisition of existing Canadian-owned interests in several concerns, al- 
though there were at the same time also several instances where Canadians acquired from non-residents contre 
of concerns in Canada. The largest element in the movement arose from an offering by a United States 
automobile manufacturer to purchase shares of a Canadian affiliate. Sut apart from transactions of this 
nature there appears to have been a significant increase during the quarter in direct investment inflows 
for new capital formation. About half the total movement in the second quarter was directed to the petrolet 
and mining industries, and about four-fifths came from the United States. 


Transfers of Canadian capital for direct investment abroad are tentatively estimated to have giver 
rise to outflows of $5 million in each of the two quarters of 1959. 


Transactions in Canadian portfolio securities gave rise to a capital inflow of $135 million. This 
was smaller than the figure of $168 million for the first quarter, and of $245 million for the corresponding 
quarter of 1958. Net sales to non-residents of outstanding Canadian bonds and debentures were smaller than 
in the first quarter. New issues on the other hand were larger, but the increase was moze than offset by 
heavier retirements of foreign-held Canadian securities. A substantial part of the retirements in the 
quarter reflected the maturity of provincial bonds sold on the New York market thirty years ago. Retiremen' 
of foreign-held Canadian bonds and debentures during the first half of 1959 represented about 2 per cent of 
the total outstanding in non-resident hands. 


ae a 


Transactions in foreign securities gave rise to a net capital outflow in the second quarter of 
. There has been increasing interest by Canadian investors in the purchase of United States stocks and 


nds, although the net outflow of $9 million in the quarter is a relatively small element in the Canadian 


} i Further use of the credit extended by the Government of Canada for the purchase of wheat flour by 

' Ceylon was made during the second quarter but the amount was not large enough to appear in the balance of 
payments statement. At the same time there were principal repayments to Canada of $10 million on post-war 

_ intergovernmental loans made to Belgium, the Netherlands, and Norway. This amount was smaller than in the 

corresponding quarter of 1958 because the interest-free loan of 1942 to the United Kingdom was fully repaid 

in that year. Repayments in the second quarter of 1959 included $2.6 million from Norway which was the last 

payment due on the loans of more than $23 million made between 1945 and 1948. 


Canadian dollar holdings of foreigners rose sharply in the second quarter of 1959. The capital 
import totalled $42 million in contrast to the outflow of $14 million in the first quarter when Canadian 
dollar holdings of foreigners were reduced. This development appears to have been the result of the high 
_ yields obtainable on Canadian treasury bills. During the quarter the average yields on the weekly tender 
for three-month bills ranged between 4.33 per cent and 5.22 per cent. In the previous quarter they had 
ranged between 3.25 per cent and 4.30 per cent. In contrast the corresponding rates in the United States 
ranged between 2.72 per cent and 3.28 per cent in the second quarter and between 2.59 per cent and 3.06 per 
cent in the first. While the cost of forward exchange protection absorbed an increasing amount of the 
_ interest differential, investment in Canadian treasury bills proved attractive to foreign investors, who are 
. estimated to have added about $60 million to their holdings during the second quarter, bringing their total 
holdings to well over $100 million. More than half the increase in holdings of Canadian treasury bills by 
foreigners during the second quarter was for account of United States residents. Total non-resident-owned 
deposits in Canada were reduced by about $18 miliion during the quarter. 


A capital outflow of $43 million occurred during the second quarter representing increased holdings 
of gold and foreign exchange in Government and official accounts, including the Exchange Fund Account. This 
outflow followed an inflow of $49 million in the first quarter when holdings by these accounts were reduced. 
Official holdings of gold and United States dollars, expressed in terms of United States currency, were in- 
creased from $1,888.3 million at the end of March 1959 to $1,934.2 million at the end of June. 


Other capital movements appear on balance to have resulted in an inflow of $120 million in the 
second quarter, following an inflow in the first quarter now estimated at $125 million. It has been observed 
_ before that substantial inflows from this group of capital movements are generally characteristic of the first 
half of the year. The largest part of the movement in the second quarter was an inflow resulting from a 
reduction in private and banking holdings of foreign exchange. Increases in Canadian commercial payables 
appear also to have been important. In the previous quarter substantially all the inflow appears to have 
; been related to net accounts payable. In this connection, it may be noted that there was a substantial 
/ commodity deficit in March in contrast to a surplus in December. 


The exchange value of the Canadian dollar rose during the second quarter of the year. The United 
| States dollar which closed the first quarter at 96.78 cents in Canadian funds reached its high of 96.75 cents 
_ in the quarter on the first trading day and its low of 95.41 cents on the second last day. The trading range 
| of 1.34 cents was exactly equal to the decline from the close of the first quarter to the close of the 

| second. The trading range compared with 2.03 cents in the first quarter, and the decline with an increase 

| of 0.34 cents. In general the exchange rate fluctuations in the second quarter were relatively smooth, The 

» last ten days of June saw the delivery to Canadian individuals of a substantial volume of United States dollar 
i cheques in connection with an offer for stock. Nearly 0.5 cents of both the trading range and of the decline 
! in the Canadian dollar price of the United States dollar occurred in this brief period. The noon average 

for the quarter as a whole was 96.17 cents which compared with 97.05 cents in the first quarter. The noon 
average for the second quarter was the lowest since the third quarter of 1957. 
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Say Take a 1958 
LE ted, IV i Il 
A Current Receipts 
1 Merchandise exports (adjusted) .........ccececeeseceeseeteeeeeseeseeneeees 1,215 1, 308 1,284 1,088 1,27 
3 Gold production available for EXPOFt ...........c:ceeeeteenetereeeeees ies pal 50 44 B 
4 Travel. expenditures <cscccmevccisecneness-<ipsePanetvcis pes <eaaiyi enone ates 76 197 59 32 7 
5 Interest and dividends i, SOO... OR eee 39 32 58 31 3 
6 Freightvand shippitie <a. sieht. Sear erereie LLG LLU 103 98 10 
7 Inheritances and immigrants’ fundS ..........c::ccccceeeeeese reer ees 42 34 23 18 a 
11 All other Current TOCQIDUS: cassec: crvarc-noneseuscnnnourneutuene eee LOL 89 85 4 8 
12 Total Current: Réceipts .26u.c...cn. eu eae ecto eed 1,304 1,662 1,405 1, 6d 
+3) Current Payments 
1 Merchandise imports (adjusted) ........ceccsceeceeceseesesseeeeeeeeeneens PFS1S 1350 15292 ey Beas 1, 35 
4 Pea vellex pend Gre Sessa tare monte glee ere ee 142 ve 105 100 yy 
5 Tibetest and GIVIGONOS: ateccosencaye smear ste ee ores arden thay, sey, dhe PS 116 13 
6 Freight and shippime Gusesic-aria a -- aces et ee ere 1L7 35 120 95 Bit 
7 Inheritances and emierants”* funds ¢.. @eneuw. eee eI) 43 rNE 29 3 
9 Official contributions... eee ee eee 8 7 Ly 1 1 
11 All other G@uitrent DAYDICNES: Ct eee eee 163 £55 164 170 17 
12 Total Current Paywients ............cccccccceeteeescesseseeeeereteeeeeeeees R170 29009 1,915 Beore 1, 96! 
Balance on Merchandise Trade \.0)..c24eo ee eet = 303 - £2 — 8 63 - 
Balance on Other Transactions, excluding B 9 ........... = 235 - 152 =- 228 - 193 - 23 
Official’e ontri bubLOnS ste ea een cee eer es: - 8 ee? = 7 ath eg] - 
C Car onGA CO GGKIAE alec en imine ote tee he ee cre eee - 201 - 253 = 20/7 - 2 
D Capital Account 
Direct Investment 
1 Direetinvesthentm Canada Tee eee ee er 1 33 125 + 97 + 10 
2 Direchanyestment abroad a4 c.mee nit, see a eee ee ee - 21 - 8 - 15 - 
Canadian Securities 
3a Trade in outstanding bonds and debentures. ................0:- = 4 ae i ee ES - 3 - 
3b Trade in outstanding common and preference stocks ....* 48 note NG in 6 fs 3 + Bi 
4 New ISSUER linia ee ae. ne earn Sennen ein eee mem 295 coe AV Ay Fs +a 65 +75 + 29; 
5 Petipemonie =. eee ee atone eres = 25 - 36 - 30 aPe2G —- 
Foreign Securities 
6 Trade. in OUtStandine ISSUCS, <cscceapcsececcorcnearevsnaraeenierraanae es ees 13 + 8 + 5 A 
7 Niet WI SSUe Gabek inte eine tle aes eA asso ital ol neue - 4 re: miata mtd ie - 
8 Fi GHiberiie ribs a. Runa. Seen: eee eee «neti oe, 5 a + a Bs L + 2 + 2 * 
Loans by Government of Canada 
9 DB sp 6h HMR arr ert tl eka geet der ae ene araeaen crate Mis =~ - = ee tS - 
10,11 RNS a 1h) | fee A et Re enc ee areas eng er rrg + iL ce ee + 7 + 
14 Change in Canadian dollar holdings of foreigners .............1 = 27 Be 4 AS = 6 + 
16 Change in official holdings of gold and foreign 
exchange Gncrease, minus ji xqes cece ee-- fie es eee m, G22 toe53 eas | - 39 - & 
17 Other-capital’ movementanee. 8 oe ee Pe ee eo et aes | + 100 = 
E Net Capital Movement. te ee OO gen W Hi mney 4s 16’ + 267 + ae 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 
A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports ( 


Bi) 


‘*The Canadian Balance of Internationa] Payments’’. 


A 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance tran 
B 11)actions, and business services. 
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. for 1958 are subject to revision. 


ANCE OF INTERNATIONAL PAYMENTS 


a? Annual Totals — 
(millions of or 1956 seit 1958 
we0o7 15352 Asoo! 4,909 4,890 
13] 40 750 147 160 
33 85 331 363 349 
28 40 122 154 166 
98 cli be) wood 445 401 
uss 30 99 124 91 
92 98 442 388 366 
eB. galls: 57 6,464 6, 530 6,423 
B 
Lgeky 1,547 55905 55488 5,060 Os sly 1 
7 bse! 498 525 542 558 4 
ae 150 523 587 586 618 5 
98 126 502 515 4,60 475 6 
33 40 115 By 145 153 7 
8 19 30 oe 50 50 9 
163 166 597 64,5 665 651 11 
~- 160 ~ 195 - 728 - 579 ~ 170 - 385 
= 239 - 216 ~ 608 -~ 808 ~ 865 - 897 
eS - 19 - 30 - 37 - 50 - 50 
-~ 407 = = 430 1,366 =1,424 = = 1, 085 e19932 c 
D 
85 + 180 + 583 + 514 + 450 + 5iZ 1 
mainte 5 - 104 - 68 ~ 20 5 mage 2 
sla be: pameee Le es -~ A5 - ery si 3a 
Peer 33 Re 3h. + 188 oy. +o aOr sot is 3b 
+ 137 Ae 52 GGT + 798 + 695 sae KM | 4 
en 37, - 72 - 141 - 133 - 156 - 185 5 
~ - 9 + 20 cae * 16 oS 2 6 
cee eee mt. - 18 24 - 17 - 10 7 
oe) + P =; + 6 3 al ae ae: 8 
Sw = = = es A - il 9 
- + £30 + 69 + “50 * 64 + 50 10,11 
- i he - 24 =~ 35 same EB e} + 109 14 
+ 19 - 43 - 33 OS - 109 - 12 16 
= a Wed + 120 + 148 eS - dl + 148 17 
+ 407 +230 +1, 366 *1,424 +1085 aft BL Yo 14 E 


A minus sign indicates an outflow of capital from Canada. 
Exclusive of undistributed profits. 


This item includes mainly short-term capital movements in the form of changes in international] open account commercial indebtedness, 
private and chartered bank holdings of exchange, and Joans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 


Summary of Capital Movements, 1958 and 1959 


Direct investment in Canada 
Direct investment abroad 
Canadian securities 
Trade in outstanding bonds 
Trade in outstanding stocks 


New issues 
Retirements 


Foreign securities 


Official loan repayments (net) 


Canadian dollar holdings of 
foreigners 


Official holdings of gold and 
foreign exchange (increase, -) 


Other capital movements 


Net capital movement financing 
current account 


(millions of dollars) 


1958 1958 1959 
First Second First 

LEE IV I 1 E half half half 
+105 +142). + 85° +180 +203 +)937 
+ 14 - 3 - 5 - 5 i woah + 11 - 10 
- 6 ae Pade tie 35 se All o> IS ae 15 + 56 
+ 34 + 31 ap} + 34 +519 + 65 + 63 
+ 100 + 128 ae diSi7/ + 152 + 467 + 228 (+ 285) 
- 24 a by - 37 = aie. - 80 - 76 - 109 
+ 3 + 6 - - 9 - 3 + 9 -§ 
+ 7 + 23 - 1 + 10 - 7 30 + ¢ 
+ 90 - 9 - 14 + 42 2.25 ‘ir 81 + 2§ 
Eee \Z - 50 + 49 - 43 - 91 - 18 + 
- 157 + 60 + 125 + 120 + 96 - 97 {2 
+ 198 + 297 + 407 + 430 + 590 + 495 + 83) 
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A further growth in the size of the current account deficit occured in the third quarter, In the nine 
months this excess of expenditures by Canadians on goods and services in other countries over receipts of ex- 
ports of goods and services amount to $1,119 million. At this level the current deficit is 42 per cent more 


than the deficit of $788 million for the same period of 1958 and only 4 per cent less than in the highest level 
for this period which occurred in 1957 when the deficit amounted to $1,171 million. 


In comparison with last year the largest part of the rise in the deficit has b 
trade deficit of $426 million which compares with $128 million in 1958, 


over 60 per cent, continues to arise from non-merchandise transactions. 
$693 million, a rise of some 5 per cent over the same period last year. 


deficit in 1959 was still less than then, although the deficit from non-m 
per cent, 


een from the merchandise 
But the major source of the deficit, 
The deficit on the latter contributed 
In comparison with 1957 the merchandise 
erchandise transactions has grown by 15 


The current deficit at $286 million in the third quarter was higher than in that period of any earlier 
year comparing with $198 million in 1958, $201 million in 1957, and $216 million in 1956. Because of certain 
seasonal influences, particularly on merchandise trade, and the tourist trade, the factors making for a current 
deficit have usually been less strong in the third quarter than in any other period of the year. In this period 
of 1959 the rise in the deficit from the previous year was entirely on account of merchandise trade, 


Capital inflows of a generally long-term character in the third quarter were relatively substantial 

in relation to the smaller size of the current deficit which occurred in the third quarter, At $269 million in- 
flows in these forms compare with $261 million in the second quarter and $268 million in the first quarter. In 
| the two earlier periods the current deficits were much larger and substantial amounts 

inflows of a short-term type. In the first half year some 36 per cent of the current deficits was financed by 

net capital inflows in short-term forms. In the third quarter some types of short-term inflow continued, parti- 
| j cularly in the earlier part of the period, but there were also outflows offsetting most of this group of inflows. 
| 
| 
| 


were financed by capital 


Higher levels of economic activity and stronger demands over the previous year have been reflected in 
the Canadian balance in 1959 in the larger current deficit in goods and services along with enlarged current re- 
ceipts and payments. Because of the general nature of investment in Canada in 1959 and conditions affecting 
money markets a prominent part of the capital inflows has taken the form of sales to non-residents of new 
issues of government and municipal securities, particularly in the third quarter. Non-resident investments of 
this kind have been rising rapidly leading to commitments for interest and principal payments in the future. 


{ Inflows in connection with non-resident direct investments in Canada in the third quarter were on a reduced 
| scale from the previous year. 


Continuing rise in deficit on merchandise trade 


The rise in the import balance on merchandise account in the third quarter of 1959 from the same 
period of 1958 was brought about by a greater rise in imports than in exports. Imports were 13 per cent higher 
| than in the previous year compared with a rise of 6 per cent in exports, and the import balance of $82 million 
| compares with an export balance of $12 million last year. This is a larger import balance for this quarter 
than in any earlier year except 1956 when the value of exports was appreciably less than in this quarter of 
1959. In the third quarter the normal influences on the balance of commodity trade are in the direction of a 
sharp reduction in the pattern prevailing in the first half year. This was again the result in 1959 with a 
decline in the import balance in the third quarter to $82 million from $190 million in the second quarter as 
the volume of trade in mid-summer was reduced, 


In the first three quarters of 1959 the import balance of $426 miilion was more than three times the 
balance of $128 million in the same period of 1958. Most of this change occurred in a sharp reduction in the 
| export balance with overseas countries from $297 million in 1958 to $54 million this year, the result of a 
; rapid rise in imports from overseas coinciding with a reduced export movement. The rise in imports was 
. widely distributed as to sources while a large part of the reduction in exports was to Western Europe, with 
significant parts attributable to the absence this year of military aircraft delivered in 1958 to Belgium and 

Germany, and to reduced sales of grain. With the United States in the same period there was a rise in the 
import balance from commodity trade from $425 million to $480 million as a part of the increased imports from 
that country was offset by larger exports of many major commodities. 


The rising tendency in the prices of exports combined with a declining tendency in the import 
prices has led to a continuing improvement in the terms of trade during the year. 
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Imports into Canada in the third quarter of 1959 continued to show sharp gains over the previous year, and with 
a rise of 13 per cent, the total was higher in value than in any other third quarter. The increase in imports from the 
United States was not far below this in rate while imports from overseas sources rose even more, In the case of the 
United Kingdom the gain was 22 per cent. 


Available details on the composition of imports in the third quarter suggest a pattern generally comparable 
with that in the earlier part of the year. Throughout the year imports of producers' materials have been rising with 
higher industrial production. Also prominent among increases have been automobiles, farm implements, and many consumer 


goods. Imports of industrial machinery and equipment have also shown some significant rises. 


Exports of merchandise in the third quarter of 1959 were 6 per cent higher than in the same period last year, 
and also more than in any similar quarter of earlier years except 1957. The expansion in this quarter was comparable to 
that in the preceding quarter of this year and was distributed in trade to each main area except the OEEC countries and 
the United Kingdom. The gains were principally in shipments of forest products, iron ore, uranium and some other non- 
ferrous metals, but some declines continued in major commodities like wheat and other grains, cattle, fish, aluminum, and 
aircraft. 


In nine months exports in 1959 were 3 per cent higher with increases in the second and third quarters being 
partly offset by a lower total in the first quarter this year. In this longer period trends in different commodities 
were also mixed. While significant gains occurred in many prominent commodities, there were some offsetting declines in 
other commodities than referred to above in the third quarter. There were, for instance, declines in petroleum, nickel, 
and pulp wood, which occurred in the first half of the year. 


Continuing importance of large deficit from services and other non-merchandise items 


The unfavourable balance on non-merchandise account increased from $660 million for the first three quarters 
of 1958 to $693 million during the corresponding period of 1959. While this represented a 5 per cent change, the contri- 
bution of the "invisible" items to the larger total deficit on current account fell from 84 per cent to 62 per cent 
during this period, owing to a much sharper rise in the deficit on merchandise trade, 


The deterioration in the non-merchandise deficit in the nine months resulted from larger increases in payments 
than in receipts in nearly every component account. An exception was the government account, whose negative balance im- 
proved in the nine-month comparison largely due to the inclusion of payments by the Canadian Government of non-recurring 
tax refunds in the first half of 1958. Lower receipts from gold production available for export also contributed to in- 
creasing the unfavourable balance on non-merchandise transactions. 


Interest receipts increased slightly, while interest payments rose considerably more, particularly in the 
first two quarters, reflecting such factors as the effects of new borrowing, general shift in the holdings, and the debt 
conversion in 1958. The gain in dividend payments was in the form of remittances by Canadian subsidiaries to their 
parents in the United Kingdom and, in particular, in the United States. The increased remittances were restricted to the 
first half of the year, as fairly large payments by several companies in the third quarter of 1958 were not made in the 
corresponding quarter of the current year. 


Payments for freight and shipping gained considerably, as merchandise imports recorded sharp increases during 
1959. Freight earnings also increased, but more moderately, as exports of bulk commodities such as iron ore picked up in 
the nine-month comparison. A higher level of withdrawals of funds by emigrants also prevailed, following the increased 
movement of Canadians abroad, and particularly to the United States. On the receipts side interactions occurred between 
factors such as the reduced number of immigrants to Canada in 1959 and the introduction of more liberal regulations in 
the United Kingdom on the transfer of legacies and emigrants' funds. In addition, United States expenditures on defence 
installations in Canada have also risen this year. 


Contributions under the Colombo Plan were higher in the second and third quarters of 1959 than in the same 
period of the preceding year, as were other items such as donations of Canadian skimmed milk powder and other ‘contribu- 
tions. 


In the third quarter the deficit from non-merchandise transactions was slightly less than in the previous year. 
This was to a considerable extent the result of a variety of unrelated factors and transfers in a single quarter in some 
accounts which are not indicative of changing trends. An example of this is the interest and dividend account where there 
was a reduction in the quarter in the net payments, largely due to the effects of various irregular corporate transfers, 
whereas the underlying trend is upward with the effects of heavy borrowing abroad through the sale of new issues and from 
other capital inflows financing the current account deficit. On the other hand a notable improvement occurred in the 
level of United States travel expenditures in Canada in the quarter which rose more than Canadian travel expenditures in 
the United States. Meanwhile there was a further rise in the deficit on travel account with overseas countries in the 
quarter. 


Transactions by areas 


The exceptional deficit with overseas countries as a group which had emerged in the first half year further 
widened in the third quarter. For the three quarters of 1959 the current deficit with all overseas countries totalled 
$200 million compared with a surplus of $40 million in the same period of 1958. The change was brought about by the 
sharp contraction in the merchandise trade export balance with overseas which was greatly reduced to $54 million as in- 
ports rose while exports fell. The deficit of $200 million on current account resulted from the net payments of $254 
million which Canada made to overseas countries for a variety of services and remittances. Substantial deficits with 
overseas, particularly with the United Kingdom and Western Europe, resulted from payments for travel, transportation, 
interest and dividends, military expenditures, personal remittances, and business services. There have also been large 
official contributions to countries in Asia. Included in the above current account deficit is a small deficit with the 
United Kingdom which appeared for the first time in the third quarter as the export balance from trade with that country 
contracted to less than the deficit on non-merchandise transactions. Current deficits with overseas countries present, 
of course, a striking contrast with the substantial surpluses which used to be a feature of the triangular nature of 
Canada's trade in which surplus balances with overseas played a part in the settlement of deficits with the United States. 


3 


in the merchandise trade balance with the "Other Countries" 
roup, shown in the summary of current transactions published in this report. 


public of Germany 
Along with this, shipments of 
Other sizeable reductions included ex- 


» although there were, of course, increases in 
the exports of some other commodities to these countries. A fact of some interest is that over one-half of the sharp 


change in the merchandise balance with "Other Countries" took place in the second quarter of 1959, the period in 1958 
when the above aircraft deliveries were highest. There was a deficit of $138 million on non-merchandise account with 
"Other Countries", only slightly less than in the previous year, which was the source of over 70 per cent of the current 
deficit. The amount of the current deficit with OEEC countries contained in the group "Other Countries" was over $100 
million in the nine months, more than double the deficit of $50 million with OEEC countries in the first half of 1959, 
which compares with a surplus of almost tHe same size in the corresponding period of 1958. With the Rest of the Sterling 
Area, also included in "Other Countries", there was a current surplus of $19 million in the nine months, as compared with 
that of $53 million in the same period of 1958. 


Notwithstanding the singular development described above the largest part, or over 80 per cent, of Canada's 
current account deficit was with the United States, which stood at $919 million for the first nine months of 1959. As 
compared with the same period of the preceding year, the deficit increased $91 million, of which $55 million pertained to 
trade and $36 million to non-merchandise transactions. Most of the rise in the current account deficit with the United 
States took place in the first quarter of 1959, as an improvement in the trade deficit occurred in the second quarter and 
a reduction in the non-merchandise deficit in the third quarter, Among factors contributing to the latter was a sub- 
stantial rise in travel expenditures in Canada by visitors from the United States in the summer, and higher expenditures 
by the United States authorities for defence installations in Canada. 


A surplus of $44 million on current account with the United Kingdom for the first three quarters of 1958 
changed to a small deficit in the corresponding period of 1959. This unusual turn resulted from a rise of nearly 12 per 
i cent in the imports from the United Kingdom, while the value of Canadian exports to that country and the negative balance 
| z on non-merchandise transactions remained about the same. 


; 
3 Summary of Current Transactions with the 
| a United States, United Kingdom and Other Countries, 1958 and 1959 


} (millions of dollars) 


J All Countries United States United Kingdom : Other Countries 
1958 1959 1958 1959 1958 1959 1958 1959 

‘Third quarter 

A 

Merchandise exports (adjusted) T2183 1,286 757 806 192 189 269 291 

Merchandise imports (adjusted) 1,206 1,368 798 887 nae 155 281 326 
Balance on merchandise trade + 12 - 82 - 4l - 81 + 65 + 34 - 12 5 
Balance on non-merchandise trade - 210 - 204 - 107 = 93 - 49 - 54 - 54 - 57 

Current account balance - 198 - 286 - 148 - 174 + 16 - 20 - 66 =ag2 
First nine months 

‘Merchandise exports (adjusted) 35085 3,702 Daler. varsity 555 553 901 838 
Merchandise imports (adjusted) Sant 4,128 2892 25092 397 443 762 894 
Balance on merchandise trade - 128 - 426 - 425 - 480 +158 +110 +139 - 56 
Balance on non-merchandise trade - 660 - 693 - 403 - 439 -114 -116 -143 -138 


Current account balance - 788 =1,119 - 828 - 919 + 44 - 6 - 4 -194 


Capital movements 


The net inflow of capital into Canada from transactions in the form of long-term direct investment and port- 
folio security transactions totalled $269 million in the third quarter, equivalent to 94 per cent of the current account 
deficit in this period. This is the first occasion since the beginning of official quarterly estimates of capital move- 
ments when inflows in long-term forms during the third quarter were smaller than the deficit. Direct investment flows 
were lower than usual, but the proceeds of Canadian securities sold to non-residents, mainly new issues by governments 
and municipalities, rose sharply. Sales of new issues to non-residents were the highest ever recorded in a third quarter. 


Comparing the first nine months of 1959 with the same period of 1958, there was little difference in the 
amount of net inflows in such long forms as direct investment, portfolio securities, and official loans. The figures were 
$798 million in 1959 and $793 million in 1958, although totals for the more recent period include in the second quarter 
some inflows of an extraordinary character. Moreover, although the inflows in 1958 were sufficient to finance the current 
account deficit incurred in this period, in 1959 they fell far short of the greatly enlarged deficit, and inflows in other 
forms, mainly of a short-term character, were required to finance nearly 29 per cent of the current account deficit. 


Geographically slightly more than 80 per cent of the capital inflows in long-term forms during the first nine 
months have come from the United States. This was also the experience in 1958. Net inflows from the United Kingdom re- 
presented less than 5 per cent of the movement in 1959 compared with about 15 per cent in 1958. A considerable part of 
the change reflected outflows from Canada for direct investment in the United Kingdom, although the completion in 1958 of 
repayments by the United Kingdom on the $700 million loan of 1942 was also an important factor, and inflows from the 
United Kingdom to Canada both for direct investment in Canada and for the purchase of Canadian securities were smaller. 
Inflows in long-term forms from other overseas countries, on the other hand, were larger in 1959 both for direct and 
portfolio security investments, and there were no large extensions of intergovernmental loans; as a result the pro- 
portion of the net long-term inflow attributable to those countries rose from less than 5 per cent in 1958 to 15 per cent 


this year. 


The net inflow of capital for direct investment in foreign-controlled enterprises in Canada during the third 
quarter of 1959 is tentatively estimated at $85 million. This is the same as for the first quarter but is down sharply 
from the figure of $180 million for the second quarter, which was influenced by some large transactions of a non-recurring 
character. Not all the difference arose from these changes in ownership of existing investments, and there appears to 
have been some decline in the third quarter in the rate of other net movements for direct investment. 


Well over half the net movement in the third quarter was directed to the petroleum and mining industries, 
although the amounts in each case were smaller than in the second quarter. The decline in the net inflow for mining re- 
flected outflows of a seasonal character. Established manufacturing concerns withdrew capital from Canada during the 
quarter through repayment of long-term liabilities to parent companies. So far as can be determined this process re- 
flected the transfer of liquid assets available in amounts greater than impending cash requirements, and arising perhaps 
from the substantial cash flowing into such concerns in the form of undistributed profits and depreciation allowances. 
No significant part of the outflows has been related to the disposal of plant or equipment. (A similar tendency towards 
the settlement of short-term payables to parent companies was evident). In other industrial sectors, there were, on 
balance, capital inflows arising to a considerable extent from the purchase by non-residents of interests in existing 
merchandising and financial institutions. About three-fifths of the net inflow in the third quarter for direct invest- 
ment in Canada came from the United States. 


Transfers of capital from Canada for direct investment abroad are tentatively placed at $15 million in the 
third quarter. This outflow followed similar movements of $20 million and $5 million in the first and second quarters 
respectively. 


Transactions in Canadian portfolio securities led to a capital inflow of $202 million in the third quarter 
compared with $85 million in the second quarter and $204 million in the first. The growth in the third quarter of non- 
resident holdings of provincial, municipal, and corporate securities was equivalent to 56 per cent of the net new issues 
of such securities. In the second quarter the acquisitions by foreign investors equalled 22 per cent of the net new issues 
and in the first quarter 41 per cent. 


The main factor contributing to the increased inflow in the third quarter was an increase of $90 million in 
sales to non-residents of new issues of Canadian securities. New issues outside Canada by Canadian municipalities 
accounted for more than half of the increase although sales to non-residents of new issues by provincial governments and 
the Government of Canada were also significant factors. There were net sales to non-residents of $58 million of out- 
standing Canadian securities, and retirements of $56 million of foreign-held Canadian securities. Transactions in 
Canadian treasury bills are not included in the foregoing figures but are referred to below. 


Transactions in foreign securities led to a net capital outflow of $3 million in the third quarter compared 
with $9 million in the second. 


For the first time since 1950 when official quarterly estimates of capital movements were commenced, there 
were in the third quarter of 1959 neither drawings nor repayments of Government of Canada loans to overseas governments. 


Canadian dollar holdings of foreigners rose by $22 million during the third quarter. This followed an in- 
crease of $45 million in the second quarter and a decrease of $12 million in the first. The largest part of the increase 
was in holdings by residents of the United States. In the second quarter non-residents added more than $60 million to 
their holdings of Canadian treasury bills, at the same time reducing their Canadian dollar deposits by $15 million. In 
contrast over the third quarter as a whole there was no significant change in the holdings of Canadian treasury bills by 
foreigners, but they increased their Canadian dollar balances by $22 million. Because of maturities the maintenance of 


|| 


—— 


the treasury bill holdings necessitated a substantial volume of new sales, 


non-residents purchased $38 million, $42 million, and $14 million. Non-resident owned holdings reached a month-end k 
of about $140 million in August but fell by about $25 million in the final month of the quarter These develo hers aa 
of course, related to the prevailing conditions on the money and exchange markets. While Canadien treasur bills satis 3, 
tinued to carry appreciably higher yields than United States issues, the differential narrowed somewhat in tte Wettee pave 


of August and after allowing for the cost of exchange protection through 
gh forward transactions th 1 
States funds in Canadian treasury bills ceased to be advantageous. te cag fa ae 


In the succeeding months of the third quarter 


There was only a small net movement of capital, an outflow of $3 million, reflecting changes during the third 


_ quarter of 1959 in Canada's official holdings of gold and foreign exchange. During the first quarter there had been an 


inflow of $49 million as official holdings were reduced, and in the second quarter an outflow of $43 million reflecting 
increased holdings. Official holdings of gold and United States dollars rose from $1,934.2 million, expressed in terms 
of United States funds, at the beginning of the third quarter, to $1,938.3 million at the end. There was a decline of 
$16.9 million in July, but this was more than offset by increases in the following months. (Canada's increased sub- 
scriptions to the International Bank for Reconstruction and Development and to theInternational Monetary Fund were not 
paid in until the fourth quarter.) 


The net movement of capital in other forms during the third quarter amounted only to an outflow of $2 million 
following inflows of $95 million and $170 million in the first and second quarters respectively. Transactions which 
have meaning against the background of prevailing monetary condition and in the settlement of Canada's international 
accounts may lie concealed within the balance of such a group of amorphous movements. Broadly speaking three major ele- 
ments, each of the order of $100 million or more, stand out in the third quarter; a reduction in the net spot holdings 
of foreign exchange by Canadian banks, a substantially greater increase in the holdings by non-bank sectors of the Cana- 
dian economy, and an inward balance from other types of transactions which are believed to have taken mainly the form of 
increased short-term payables. 


The capital inflow implied in the reduction of net foreign assets of the Canadian banks is undoubtedly related 
to the heavy demands on the resources of the banking system during this period. No information is available which re- 
veals the characteristics of the co-incidental and substantially larger growth of deposits in foreign currency held by 
other Canadians. The opposite direction of the movements suggests that one may be partly explained by the other, but in 
the absence of greater statistical detail it is not possible to determine what significance they may hold for the balance 
of payments. 


On the basis of partial data it would appear that an inflow of about $100 million has occurred during each 
quarter of 1959 to date from increases in net open account and commercial indebtedness. These inflows presumably reflect 
provision of credit to some sectors in their search for financial resources. 


The Canadian dollar showed strength on the international exchange market during the third quarter. The noon 
average price for the United States dollar in Canada averaged 95.45 cents, compared with 96.17 cents in the second quarter. 
This was the lowest average since the third quarter of 1957. The rate at the end of June was 95.44 cents, and it fell 
over the quarter to close at 94.66 cents. The trading range between the high of 96.00 cents reached on July 23 and the 
low which closed the quarter was 1.34 cents. This range was the same as in the second quarter. 


Summary of Capital Movements, 1958 and 1959 
(millions of dollars) 


LEIS GS 1925:59 19.5.8 19 5a9 
Third Fourth First Second Third First nine First nine 
Quarter Quarter Quarter Quarter Quarter months months 
Direct investment in Canada + 105 + 142 + 85 + 180 ce BS + 308 + 350 
Direct investment abroad + 14 - 3 - 20 =" > = 15 = 17 - 40 
Canadian securities: 
Trade in outstanding bonds == 46 + 21 + 34 + 16 + 33 - 21 + 83 
Trade in outstanding stocks + 34 + 31 + 33 + 34 es + 53 + 92 
New issues + 100 + 128 + 175 + 110 + 200 + 567 + 485 
Retirements - 24 = 2 - 38 == 3 - 56 - 104 - 169 
Foreign securities +. 3 + 6 - - 9 oo aks) - - We 
Official loan repayments (net) + 7 + 23 - il + 10 - fe + 2 
Canadian dollar holdings of 
foreigners + 90 - 9 - 12 + 45 + 22 + 115 + aD) 
Official holdings of gold and 
foreign exchange (increase, -) + 32 - 50 + 49 - 43 - 3 = 359 + 3 
Other capital movements - 157 + 60 + 95 + 170 = 2 - 61 te ee 
PAN Sites 20S Geie eee ee es Be ee ee 
Net capital movement financing + 198 + 297 + 400 PETA Aye + 286 + 788 co Se lt Ue) 


current account 


QUARTERLY ESTIMATES OF THE CANADIA 


Note: Data for 1959 are preliminary an 


-_ __@ 
E57 J hh ate lal 
Lak IV ai II Ili 
A Current Receipts 
1 | Merchandise exports (adjusted)... eects 1, 308 1,284 1,088 1,277 1,23! 
2 Gold production available for export .........-:c:cesceeeeees a 50 LL, 39 3 
4 Travel expenditures cc..1.. eek Bae 19% 59 32 76 Ll 
5 Interest and di videndes «crassa r eee tase eee pf 58 31 34 Z 
6 Freight and shipping 6..20-A: pe ee ees Ly, 103 98 102 C 
ui Inheritances and immigrants’ funds ..............cccceeeeeee 34 23 138 Zt Z 
11 All-other current FOCCIDES ....:c0.0s--4ten ee eee eee 89 85 4 88 g 
12 Total Current Receipts .......0..cccccccccccceceeeseteteeeeeees 1,304 1,662 1,405 1,643 1, 6€ 
B Current Payments 
1 Merchandise imports (adjusted) ..c..cccccccccecccscesceseseesettenees 15350 Mee ve Eeiol 15354 1,2 
4 Prawel-exmenditiye Sac tedees vce lt rer ee eos 173 105 100 140 1° 
5 Interest ‘and dividends'+,2.:. sac e ee. en ee e LS f Li3 116 133 
6 Freight and sil ppine ganas hee eee oe ee ee 55 120 95 AmPA 13 
7 Inheritancessandemilerants tlndseeeeseres senescent 88, AL 29 36 q 
9 Official contributioussus cc. en eee ee a Z af, EM 16 ] 
bE AlLother current BAYMGRUS sata seen eeeee tee ete ee 15> 164 29 EPS l¢ 
1) Total Current, PAYWENts. <.......ceccosqr-ssecese-oreensesncoceetonnsess 2,005 BAYS dig L,of2 1,966 1, Si 
Balance on Merchandise Trade .v..1.04...c..8.ccdeeeeeteeere - Ap - 8 - 63 remnant b + G 
Balance on Other Transactions, excluding B 9 ........... - 152 = 228 - 193 -— 230 -_ 
Offieial Contributions eee ee oe = arf - 17 - ill - 16 - @ 
Cc Current Account Balancess.< 5.22496 oe ee - 201 - 253 - 267 - 323 — 
D Capital Account 
Direct Investment 
Direct investment in*Canada .....0. Ake... eee, + ge +128 ees t * SOS + 1 
2 Direct investment. SHrOAd Merged th mento Biiaide.§ - 21 eee ete) - 16 + 7 
Canadian Securities 
3a Trade in outstanding bonds and debentures ............. - 15 - 16 = Be - 12 = 
3b Trade in outstanding common and preference stocks te io = 6 + 3 PTS + 
4 New FSSUES* 05.1 ee ee Se ee OE, + UA 308 55 Fal 75 + 292 +1 
5 FRGEIEG MENS esos 2s | Pe en a AE se ces - 36 - 30 - 29 - 51 ~ Bl 
Foreign Securities 
6 Trade’ inoutstandingeiSSues: <.j..dgleewcssut.pctsacbacgereoneras pre 7 8 a 5 ae rs 
i renga ERAT cf a ey A a RAIRE P AIA are rel ioc - 8 - ff = 4 ~ i _ 
8 ERRt re OT Eee sci. ah ect eae ere tans ‘is it nF = it 2 x o + | 
Loans by Government of Canada | 
9 1D Tee ay tee eee «OER AON Ses Py are te RK - = - 16 - 8 : 
10,11 [ORE (cee © * nW Re Dee tee See Re eel BU + 7 cas a + és Ae EES + | 
14 Change in Canadian dollar holdings of foreigners ....... a8 7 sera Rss an. LO eee DAL + | 
16 Change in official holdings of gold and foreign : 
exchange cincrease muna)... gee ...... ees gee yo: +. 61 = 39 matty ie + 
17 Other wapital movements eecic..-ho.cGese cane ee eon ~ 120 ar ely 442300 si fA mw, 
E Net Capital Movement 2siorc.s.:.clidcencescdieeensosancacatesereentans Pack +. 253 + 267 +. 323 + Yi 
+ eS ll 


NOTES: Mutual] Aid to NATO countries is not included in either current receipts or current payments. 
A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports ¢ 
B 1) ‘*The Canadian Balance of Internationa] Payments’’. ; 


A 11) This item includes government transactions n.o.p., persona] and institutional remittances, misce]Janeous income, insurance tran 
B 11) actions, and business services. 


SALANCE OF INTERNATIONAL PAYMENTS 


data 


for 1958are subject to revision. 


~ Four 
1958 iL aye) Annual Totals Quarters 
» Iv I II III 1956 1957 1958 serena: 
i. 3 (millions of dollars) 230,1959 | 
1 . A 
{1,307 1,061 1,355 1,286 4837 4,909 44890 5,009 
! 55 33 87 214 337 363 349 389 4 
I 72 28 Al. Sf. 142 154 166 178 5 
fa 103 98 lle 102 457 Ad,5 401 ALS 6 
20 17 29 31 39 12, af 97 : 
| wa & He A ee 442 388 366 383 t 
i Way 965. 8625756" 13803 6,464, 6, 530 6,423 6,618 12 
a 9 
| 1,349 1,215 1,545 1,368 55565 5,488 5,060 59477 1 
| ‘ih abilyg 139 216 498 525 5D 583 4 
| 196 131 151 138 523 587 586 616 5 
|) 124 eee TA126 eye 134 502 515 160 482 6 
| al 33 42 4h, 115 157 45 160 1 
‘11 8 19 22 30 37 50 60 9 
| 159 163 167 167 597 615 665 656 7 
1,991 1,765 2,189 2,089 7,830 7,954 7,508 8,034 12 
iz 42 Seaton 5190 = 82 mes - 579 aot - 168 
me 24/, Be oe G20), oy = 182 ~ 608 ~ 808 ~ 865 - 888 
= 11 Ee EAD mw’ 22 ~ 30 -~ 37 - 50 - 60 
Ne 297 Ee comh 20733'. 1286 ese Gin ery o;) = PA O45 aT eb e ge 
| 
+ U2 ro S5 + 180 55 + 583 + 517 + 450 + 492 1 
= 3 - 20 - 5 - 15 = AO, - 68 ae 20 - 43 2 
- 21 Pemet Wid LGhsnnt 33 oe! = AS - + 104 3a 
{ asx > 033 Ts D4 e625 + 188 sas Sf +7 OL wales 3b 
} @ 128 4175 +110 + 200 + 667 + 798 + 695 + 613 4 
mm 52 Seago a 75 eK. 856 = ut Bakes ~ 156 ~ 221 5 
= 3 eee 9 + 20 ee aes oe 6 
| A 1 a es | 6515 ae Says : ZL 7 
| +. 9 + 2 + 2 < oe + 7 8 8 
a 10 ae 4 = - a = =. 38 - il 9 
ie 33 - re aLO - + 69 + 50 2 64, 2 10,11 
| <a ee ne aes See + 106 4 14 
| - 47 16 
| me 50 29 = 43 - 3 - 33 + 105 - 109 4 
[eco C+ 5C~CCGITsis eee eet acon wey (o 
| = 297 2200 + 133 + 286 +1, 366 +1424 74,055 +1,416 E 
_ NOTES: 
| D_ Aminus sign indicates an outflow of capita] from Canada. 


| D1,2 Exclusive of undistributed profits. 


i : : i in i i t commercial indebtedness, 
DIT This i inclu mainly short-term capital movements in the form of changes in internationa] open accoun Je bt , 
q ee cd cheterea atl holdings Shae. and Joans between private unrelated parties. It also includes the balancing item re 


ial 


Presenting unrecorded capita] movements and errors and omissions throughout the accounts. 


Annual report 


The report "The Canadian Balance of International Payments, 1958, and International Investment Position" has 
now been published. This annual report contains 65 pages of extended comment and statistics on Canada's international 
financial relationships including bilateral quarterly statements for major countries and areas, and details of Canada's 
international investment position, A supplement brings forward to 1957 detailed estimates of foreign ownership and con- 
trol of Canadian industry. (Catalogue 67-201, price 75 cents). 


New publication 


Readers of this report may also be interested in a newly published Reference Paper which explores the subject 
of Canada's external short-term assets and liabilities and makes available for the first time totals and industrial 
classifications of Canadian creditors and debtors on international commercial account. At the end of 1958 Canadian 
short-term liabilities represented by inter-company and other accounts and loans payable totalled some $1,000 million, 
while international assets of a corresponding nature totalled around $300 million. Canada's total holdings of foreign 
exchange, apart from the official holdings, totalled some $900 million at the end of 1958. Addition of the newly pro- 
duced material places Canada's overall net balance of international indebtedness at $13,500 million at the end of 1958. 


The report is a technical one and includes descriptions of statistical sources and methods. It provides 
greater background knowledge than has heretofore been available in answer to a need by those interested in the mechanism 
of adjustment in the balance of payments, exchange rate behaviour, and related subjects. Catalogue 67-504: Canada's 
External Short-Term Assets and Liabilities 1945-1957 (Price 50 cents). 
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FOURTH QUARTER 1959, AND 


PRELIMINARY ESTIMATES FOR THE YEAR 1959 


‘ MAN | z 
The imbalance from Canada's current transactions in goods. and Spd Nghe sae a 
rose to $1,460 million in 1959 from $1,085 million in 1958. At this Sol Canada's internatton 
current account deficit was slightly higher than the previous annual peak of $1,424 midiYo 
As a result of this imbalance Canada's indebtedness to other countries has againccontir ed to rise 
sharply from the inflows of capital from other countries which financed the\galan of payments for 


goods and services imported. 


Canada's net indebtedness to other countries rose from $13.5 billion at the end of 1958 to 
some $15.4 billion by the end of 1959 due to the inflows of capital and to the retention in Canada of 
earnings on non-resident investments. The main factor leading to this rise in net indebtedness has 
been the steady growth in long-term investments in Canada owned by non-residents. At the end of 1959 
these were some $20.6 billion compared with $19.1 billion in 1958 and $8.0 bilhkion at the beginning of 
1950. 


The current deficit of $1,460 million in 1959 arises from the excess of payments for goods 
and services purchased from other countries over receipts from goods and services sold to other 
countries. More than one-half of the increase in the deficit for the year was contributed by the en- 
larged balance from merchandise trade which rose from $170 million in 1958 to $386 million in 1959 as 
merchandise imports rose more than merchandise exports. At the same time the deficit from non-merchan- 
dise transactions continued the steady growth which has been under way for a number of years. At 
$1,074 million in 1959 this deficit from non-merchandise transactions made up about three-quarters of 
the total current deficit, having risen from $915 million in 1958. At this level in 1959 this deficit 
was more than double the deficit from the same sources as recently as 1955 and many times the deficit 
a decade ago. 


The rising balance of payments for non-merchandise transactions is largely attributable to 
the continued rapid growth in Canada's indebtedness to other countries and to the high levels of in- 
comes spent by an enlarged population. More than one-half of this deficit of $1,074 million is 
directly related to Canada's indebtedness abroad and subject to the effects of continued growth. Total 
interest and dividend payments by Canadians to other countries at $656 million in 1959 were higher 
than ever before. In addition other forms of transfer of investment income added a further $100 
million of related payments and there were also larger payments by Canadian subsidiaries to parent 
companies for services abroad. Net payments on account of the above groups of transactions which are 
related to Canada's foreign investment position amounted to well over $600 million in 1959. And not 
included in this figure or the current account are the substantial earnings retained in Canada on 
foreign investments. 


The continued recovery in economic activity in Canada and abroad of course had the effect of 
enlarging both international income and outgo. As the greatest increases both absolutely and rela- 
‘tively were in out lays for imports of merchandise and in income transfers and other payments for 
services, there was the above expansion in the deficit both from merchandise trade and non-merchandise 
trade. In the case of merchandise the deficit is highly variable being a relatively small part of 
very large magnitudes. In the case of non-merchandise transactions the deficit has reached un- 
precedentedly large proportions amounting to fully two-thirds of the current receipts from non-merchan- 
dise items. And the trend in payments for most groups of these transactions has been contributing to 
rises for the reasons noted above. Changing forms of investment in Canada and conditions in national 
and international financial markets were also influential factors affecting the balance of payments. 
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Larger inflows of capital from the sale of government issues to non-residents accompanied more borrow- 
ing by governments in a period of rising interest tates. At the same time total capital inflows into 
business forms of investment were less than in recent years even when significant purchases of existing 
assets are included. As a result long-term forms of capital inflow were relatively stable during the 
year but were supplemented by substantial short-term inflows in the earlier parts of the year. 


Developments in Fourth Quarter ' 


In the fourth quarter the current deficit of $303 million wes only slightly higher than the 
deficit of $297 million in the same period of 1958, although the deficit from non-merchandise trans- 
actions of $339 million in this quarter of 1959 was one-third larger than in the previous year. The 
other main change was the appearance of an export balance of $36 million on merchandise account com- 
pared with an import balance in 1958. The deficit from non-merchandise transactions of $339 million 
establishes a new record much higher than any earlier quarter, but it should be noted that the fourth 
quarter has usually been the period of the year when the deficit from these transactions is greatest. 
Contributing to this concentration in 1959 were large net payments of interest and dividends and high 
levels of other payments for services and official contributions. On the other hand the export balance 
on commodity account in the quarter appears to have been affected by special factors. This small ex- 
port balance was considerably less than the abnormal exports of steel and copper to the United States 
during the period of restricted supplies in that country due to industrial disputes -- a situation 
which also is believed to have reduced supplies of some commodities imported into Canada. Inflows of 
capital of a long-term type financed the main part of the deficit in the fourth quarter with a sharp 
increase in inflows for direct investment and continued large inflows into Canadian securities. 


Summary of Current Transactions with the 


United States, United Kingdom and Other Countries, 1958 and 1959 
(millions of dollars) 


All Countries United States United Kingdom Other Countries 


1958 1959 1958 1959 1958 1959 1958 1959 | 
Fourth Quarter 
Merchandise exports (adjusted) 1,307 1,450 782 882 213 227 312 341 
Merchandise imports (adjusted) 1,349 1,414 885 924 141 156 323 334 
Balance on merchandise trade - 4203's 336 - 103 - 422 ree 2 +071 cas da bal + 7 | 
Other current receipts 387 376 261 255 65 66 61 55 
Other current payments 642 715 464 512 73 84 105 119 
Balance on non-merchandise trade - 255 - 339 - 203 - 257 - 8 - 18 - 44 - 6ei 
Current account balance - 297 - 303 - 306 - 299 + 64 + 53 - 55 - SF 
: 
Calendar Year 
Merchandise exports (adjusted) 4,890 53152 2,909 3192 768 71 802 eeal-213 1,180 
Merchandise imports (adjusted) 5,060 5,538 3,437 S720 538 598 1,085 1, 230% 
| 
Balance on merchandise trade =» 170 - 386 - 528 =! 516) 42230 + 182 + 128 - 50 
Other current receipts L aa5 1,605 1,096 1,159 195 205 242 241 | 
Other current payments PEAS. 25675, MLE 7OR ONSET? 317 335 429 467 | 
Balance on non-merchandise trade - 915 -1,074 - 606 - 718 - 122 - 136 - 187 - 226 


Current account balance -1,085 -1,460 -1,134 -1,236 + 108 + 52. lene eo - 276 


_ Larger deficit on merchandise trade in the year 


The import balance on merchandise trade at $386 million in 1959 was more than twice the 

balance of $170 million in 1958, but still considerably below the peak imbalance from this source of 

$728 million and $579 million which occurred in 1956 and 1957 respectively. The rise was the result 

_ of a greater increase in imports than in exports as imports have demonstrated much more flexibility 
than exports in recent years. But exports reached an appreciably higher total value than the level 

of the previous three years while imports had not regained the total value reached in 1956. The 

sharpest increases in imports occurred in the second and third quarters while the biggest upturn in 

exports was in response to strong demands in the fourth quarter following moderate rises in the second 

_ and third quarters. The increase in the deficit on merchandise account occurred in the first half of 

the year as a surplus, commented on elsewhere, appeared in the final quarter. 


eS 
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Some improvement occurred in the terms of trade from small changes in both export and import 


prices. While average export prices were slightly higher throughout the year there were also slightly 
lower import prices. 


Increases in imports of merchandise which occurred in 1959 were widely distributed as is 
usually the case in a period of rising economic activity. The increase of $478 million or over 9 per 
cent in the total was substantial but the total value was still slightly less than the peak which 
occurred in 1956, although many commodities were purchased in larger volume than then. Some commodities 
on which there had been exceptional import dependence in the earlier period of concentrated expansion 
in business investment were imported in significantly smaller volume in 1959. Examples of these are 
provided by primary steel, steel pipe, and industrial machinery. Some of the increases between 1958 
and 1959 however, were in the latter group of commodities, although difficulties of supply due to 
industrial disputes in the United States tended to hold the total down. In addition there were larger 
‘imports of many industrial materials used by Canadian industry in a higher level of activity. 


Sources of Canadian imports were less concentrated in the United States than formerly. 
Providing some 67 per cent of Canadian imports in 1959 the United States accounted for something more 
than one-half the rise during the year. But increases in imports of manufactured goods from overseas 
Sources including the United Kingdom, Europe, and Japan were relatively sharper than from the United 
States. 


A rise in the value of all exports of $262 million, or over 5 per cent was the result of a 
greater expansion in shipments to the United States which country took some 62 per cent of Canadian 
exports in 1959. Total exports to overseas countries were less than in 1958, although there were in- 
creases to some markets like the United Kingdom and Japan. As a result of these trends exports to the 
United States were higher than ever before while the total overseas was somewhat less than in either 
of the previous three years. The appreciable rise in the total to all countries contrasts with the 
relatively stable level of the totals in the three previous years. 


Expansions in demands for industrial materials produced by leading primary industries were 
responsible for most of the gain in total exports. As a result exports of forest products, minerals, 
and metals were up by over 10 per cent. Among the sharpest rises were lumber, pulp and paper, iron 
Ore, milk products, and uranium and some other non-ferrous metals. There was also a substantial rise 
in agricultural implements and other steel products. In the latter part of the year a major part of 
the rise in exports to the United States was in commodities like primary iron and steel and copper 
where supplies in the United States were abnormally affected by industrial disputes. 


Offsetting some of the above rises were reductions in shipments of agricultural products in- 
_ cluding grains and seeds, cattle and meat and in manufactured products like military aircraft and ships 
_ which had for special reasons been high in the previous year. 


| New record in deficit from services and other non-merchandise items 

The tendency in evidence since early 1956 for a continuing growth in the deficit on non- 
_ merchandise transactions in each quarter and in the year was extended in 1959, when the deficit reached 
» a record level of $1,074 million. This total compared with $915 million for the preceding year; while 
_ the deficit stood at $255 million and $339 million respectively in the fourth quarters of the two 
latest years. As compared with the 1949 total of $116 million, the 1959 deficit was more than nine 
_ times as large, and more than twice as great as that for a year as recent as 1955. 


a sizable gain in the remittance abroad of interest and dividends, a sharper increase in payments than 
in receipts for freight and shipping and for miscellaneous transfers referred to as “all other" current 
transactions, and a reduced value of gold production available for export. Both the receipts and pay- 
ments for travel advanced fairly substantially during the year, but as the changes were about the same 
magnitude, there was hardly any contribution from this account to heightening the deficit on "invisible" 
items. A similar interaction took place, though at a lower level, with respect to receipts and re- 
mittances of inheritances and migrants' funds. Immigration into Canada during 1959 was lower, 
particularly from the United Kingdom, but more liberal regulations were instituted in that country on 
the transfer of legacies and emigrants' funds. 


Net transfers abroad of investment income in the form of interest and dividends on securities | 
grew nearly 16 per cent from $420 million in 1958 to a new high level of $486 million in the year under ' 
review; and, apart from other forms of income transfer, represented 45 per cent of the current account 
deficit outside of merchandise trade. This proportion was at about the same level as in 1958, but 
much lower than in several preceding years. Total receipts of interest and dividends were up slightly 
from 1958, with the interest income being higher in the second half of 1959. Total remittances of 
interest and dividends rose $70 million to $656 million, or 12 per cent, with each of the components 
showing the same relative gain. An increase in the net holdings of securities, reflecting substantial 
bond sales in 1958 and early in 1959 by Canadian provinces, municipalities and utilities, together with 
higher interest rates accounted for the larger remittances, while transfers of dividends by non- 
resident-owned subsidiaries advanced sharply, and dividends to non-resident shareholders of public 
companies increased more moderately. 


On freight and shipping account, the deficit increased over 60 per cent from $59 million to 
$95 million. Total receipts were only slightly more as higher receipts on inland freight on overseas — 
exports were partly counterbalanced by a further reduction in the number of Canadian ships during 1959 
Freight and shipping payments, on the other hand, rose $46 million, reflecting a rise in general im- 


ie 
The $159 million rise in the non-merchandise deficit during 1959 was largely attributable to 
| 
ports from overseas countries in particular. | 
: 
J 


with all Countries, 1949 and 1957 to 1959 


Changes in Principal Elements of the Current Account 


(millions of dollars) 


Net Change 
1949 1957 1958 4959 1949-1959 1958-1959 
Merchandise trade 
Exports (adjusted) 2,989 4,909 4,890 5,152 + 2,163 + 262 
Imports (adjusted) 2,696 5,488 5,060 34550 + 2,842 + 478 
Deficit on merchandise trade + 293 - 579 - 170 - 386 - 679 - 216 
Non-merchandise trade | 
Gold production available for export + 139 + 147 + 160 + 147 + 8 - J 
Travel expenditures + 92 - 162 - 193 - 9 192 - 284 +, eh | 
Interest and dividents - 307 - 433 - 420 - 486 - 179 - 66 
Freight and shipping + 50 ~ 70 - 59 - 95 - 145 - 36 
Inheritances and migrants' funds + 9 eS + = ‘oe =i 55 - 64 - ia 
Official contributions = ‘6 = 37 apie 50 = he Hh - 65 - 21 
All other current transactions - 93 AE = 299 =. 322 ee - 23 
Deficit on non-merchandise trade - 116 - 845 - 915 -1,074 ~ 958 - 159 
Total deficit on current account oe Wr -1,424 -1,085 -1,460 - 1,637 - 375 


es 


All other current transactions, second only to the income account in its influence towards 

widening the non-merchandise deficit, recorded a rise of $44 million in net payments. Within this group 

an increase of $39 million, or 13 per cent, occurred in the payments for business services with the re- , 

surgence of economic activity in 1959. Included in these services are advertising, architectural, en- 

_ gineering, other professional, technical and research and management services, as well as royalties 
patents and copyrights. Receipts for the sale of business services also advanced, but by 5-1/2 per. 
cent. Payments on government account were at about the same level in both 1958 and 1959; but official 
contributions increased in the latter period, due mainly to larger contributions of wheat to India and 
Pakistan and to increased shipments financed under the Colombo Plan. 


Transactions by areas -- emergence of current deficit with overseas along with trade deficit with the 
United States 


In 1959 Canadian purchases of goods and services from overseas countries exceeded export 
sales by $224 million, a deficit which contrasts with a credit balance of $49 million in 1958. The 
principal factors bringing this about were a sharp rise in imports, a slightly lower total of exports, 
and a substantial growth in the balance of payments for other transactions with overseas countries. 
‘This current deficit contrasts with the surpluses formerly characteristic of this trade which played a 


‘part in settling Canada's chronic current deficits with the United States. The surplus with overseas, 
however, had been contracting each year since 1952. 


Contributing to this development in 1959 was a decline in the current account surplus with 
the United Kingdom together with a widening in the deficit with the United States and with "other 
countries", as shown in the accompanying table. The increase in the deficit with the latter group, 
which was more than twice as great as that with the United States, mainly originated in trade with the 
-OEEC countries and their overseas territories. There was also a sharp contraction in the surplus with 
the Sterling Area outside of the United Kingdom to some $12 million. 


After reductions in the current account deficit with the United States in the two preceding 
years, the deficit was widened by $102 million to $1,236 million in 1959. This imbalance, which was 
surpassed only by those of 1956 and 1957, resulted from a substantial increase in the deficit from 
non-merchandise transactions, offset by a small improvement in the merchandise trade deficit. 


Following an interruption in 1958 in the growing tendency of the net payments for services 
and other non-merchandise transactions with the United States, the deficit from these transactions rose 
$112 million, or about 18-1/2 per cent, from $606 million to $718 million in 1959. More than four- 
fifths of this change was attributable to increases of over 10 per cent in the remittances of interest 
and dividends and in the payments for business services. Net payments on freight and shipping, personal 
remittances, inheritances and migrants' funds and other miscellaneous income added smaller contributions 
to the non-merchandise imbalance, as did also the fall in the amount of gold production available for 
export. A larger gain in receipts than in payments on travel account together with an increase in 
current receipts from other services in 1959 served to ameliorate the deepening of the deficit from 
"invisible" transactions. 


The smaller improvement in the merchandise trade deficit with the United States followed in- 
creases of $283 million and $273 million respectively in the exports and imports (both adjusted for 
balance of payments purposes) during 1959. Substantial increases in exports occurred in shipments 
of iron ore, steel sheets, plates and strips and other semi-processed steel products (these latter 
commodities being undoubtedly affected by the prolonged industrial dispute in the United States steel 
industry), other crude metals and minerals, lumber, pulp and paper. Exports of cattle and beef fell 
in 1959 as normal factors of demand were restored in the United States. Imports of farm and other 
machinery, tractors and automobile parts increased sharply within the important commodity division of 
_ iron and its products, while imports of pipes, tubes and fittings and some other steel products de- 
| clined, as was the case with raw cotton. 


The diminution in the current account surplus with the United Kingdom, which first developed 
in 1956, continued in 1959, when the favourable balance declined by $56 million. With the exception of 
» 1950, this is the smallest surplus with that country in over two decades. The reduction in the current 
_ surplus was largely attributable to the $48 million decline in the merchandise trade surplus, as the 
_ increase in imports was about five times that of exports. Passenger automobile imports were up ma- 
terially, as also were those of electrical apparatus and rolling mill products, but purchases of some 
. types of fabricated steel products tended to be lower. A large increase in exports of uranium ores 
and concentrates to the United Kingdom occurred, and this gain was larger than that to the United 
States in 1959. Other export increases covered agricultural products such as soya cake and oil, to- 
bacco and butter, offset by reductions in shipments of barley, other grains and beans. Lumber exports 
_ fell behind, while positive and negative changes in exports of crude metals and of various types of 
pulp approximately cancelled one another. 


6 - 


The unfavourable balance onnon-merchandise trade with the United Kingdom, which increased 
$8 million to $130 million, continued to originate mainly from interest and dividends, travel, 
An extension in 1959 of the declining tendency evi- 
dent in the past several years in the surplus on freight and shipping and increases in net payments 
for travel and on income account were compensated by larger transfers of legacies and immigrants' funds, 
smaller defence expenditures in the United Kingdom and the non-recurrence in 1959 of special government 


government expenditures and personal remittances. 


tax refunds. 


The sharpest change in the bilateral pattern of trade in 1959 took place in the case of the 
"other countries", whose current account deficit jumped $217 million from $59 million to $276 million. 
Most of this rise with this group of countries was concentrated in merchandise trade, where there was 


a turnaround of $178 million from a surplus of $128 million to a deficit of $50 million. This singular 


development resulted from a decline of $33 million in exports combined with a rise in imports of $145 
million. Within the "other countries" group, the change was focussed on the OEEC countries and their 
dependent territories, whose commodity surplus dropped about $150 million to an estimated amount of 
$40 million, and to a lesser degree on the rest of the Sterling Area, whose visible surplus was nearly 


halved from $87 million to $46 million. 


In contrast, the trade deficit for the residual group of 


countries declined from approximately $150 million to about $135 million, with exports growing more 


than imports. 


Summary of Current Account Balances between Canada 
and the Principal Countries and Areas, 1950 - 1959 


Country or area 


United States -400 
United Kingdom + 24 
Other Sterling Area - 23 
Other OEEC countries and 
overseas territories +108 
Other Countries - 43 
All Countries -334 


-517 


-443 


1950" 1951" 1952951953", 1954 


1955. 

(millions 
-807 -1,035 
+229 + 330 
+ 44..¢+ 60 
£°93-% 458 2 
eoaguset 677 
-432 - 698 


1956 


1957 


of dollars) 


-1,639 
e252 
+ 48 
+- al? 
- 44 
-1,366 


-1,568 
"138 
+ 9 
al 
- 24 
-1,424 


Change 
1958 1959 in 1959 


Beak ers honlr phe shiy 
+ 120880! G7 meae Se 
+ 65.40 iawn 
+) H{3tSengAgo AeoL as 
«(137s iL 1 sgh 


-1,085 -1,460 -375 


Merchandise exports to the OEEC countries fell $72 million, while imports from this group 
advanced a little more. The fact that the large special exports of military aircraft to Germany and 
Belgium were not maintained in 1959 more than accounted for the whole loss. 
other commodities whose export was lower in 1959 comprised wheat, seeds, semi-processed iron products 
and copper ingots. Exports increased in the cases of aluminum in primary forms, nickel, milled asbes- 
The substantial growth in imports was accounted for partly by com- 
modities such as passenger automobiles and other consumer goods, rolling mill products and other in- 
dustrial materials. As there was a large deficit from non-merchandise transactions with the OEEC 
countries a substantial current account deficit with the area estimated at $149 million resulted in 
contrast to surpluses characteristic in earlier years. 


tos fibres, drugs and chemicals. 


Taking the group as a whole, 


Increases in merchandise exports to other countries included an amount of $35 million to 

Japan, $15 million to Poland, and smaller amounts to Czechoslovakia and Iraq, while exports to Brazil, 
Export gains to Japan comprised among other commodities 
wheat, wheat flour, seeds, pulp, metals and minerals, while increases to Poland were largely representec 
by wheat, barley, seeds, hides and aluminum. Increases in imports from Japan were estimated to be of 

a somewhat smaller magnitude than those for exports. 
Peru and Panama were in total offset by lower imports from Venezuela, Cuba and Honduras. Imports from 
Iran were substantially more and those from Arabia tended to be higher. 


the U.S.S.R. and China declined moderately. 


Capital movements 


Rising imports from Mexico, El Salvador, Ecuador, — 


Movements of capital for direct investment, portfolio stocks and bonds, and official loans 
and long-term investments, were somewhat larger in total than in 1958 but their growth failed to keep 
pace with Canada's rising deficit on current account. 


As a result they were adequate to finance only 


“Ts 


] 71 per cent of the deficit on current account in 1959, compared with 93 per cent in 1958. Canada in- 
curred a deficit on current account in nine of the fourteen years since World War II. Only in 1955 

_ was a lower percentage than in 1959 met by net capital inflows in the long-term forms 
year the deficit was less than half the size it was in 1959 
miscellaneous forms was smaller in amount than in 1959. 


mentioned. That 
» and the capital inflow in short-term and 


In general, the seasonal pattern characteristic of recent years continued. More than half 
of the current account deficit, but relatively less of the capital inflow in the long-term forms 
occurred in the first half of the year. The relative difference increased in 1959 compared with 1958 
and 1957. In 1959 some 59 per cent of the current account deficit occurred in the first half, while 
49 per cent of the inflows in long-term forms occurred in this period. In 1958, 55 per cent of the 
deficit and 53 per cent of the capital inflows in long-term forms occurred in the first half, and the 
relative difference was smaller than in most recent years. 


Capital inflows taking the form of increases in the outstanding net external long-term debt 
of the various levels of government in Canada rose again in 1959 both in absolute terms and relatively. 
At the same time, despite the greatly increased current account deficit, the net inflows in other long- 
term forms, mainly business investment, contracted. These trends have been characteristic of the 
Canadian balance of payments for several years and are shown clearly in the following table. (It may 
be noted that the figure for governments in 1959 takes account of the gold portion of Canada's in- 
_ ereased quota in the International Monetary Fund; excluding that transaction, which was financed 
directly by a transfer from official holdings of gold regarded as short-term, the increase of net 
external long-term debt of governments would have been $505 million.) 


Changing Character of Capital Movements 


1955 1956 1957 1958 1959 L955 E1956 LOD LODO aeLODS 
(millions of dollars) Percentage 
Transactions with non-residents 
affecting: 
Net external long-term debt 
of Canadian governments(1) - 173 291 DASH 323 446 - 25 2h 15 30 30 
} Foreign direct and portfolio 
| investment in Canadian concerns 614 1,082 1,104 734 676 88 79 77 67 46 
| Canadian long-term investments 
| abroad excluding investments 
| by governments (increase, -) =) 80) b= 1O224-) 628 =" 545: =) (BE cea fey 7 pie: 4 aaa 
| Other external liabilities, net 337 95 165 713 419 48 7 17 U 29 
Total capital inflow 698 1,366 1,424 1,085 1,460 100 100 100 TOO eerOo 


| (1) Increase in holdings by non-residents of Government of Canada, provincial and municipal bonds, 
less net repayments on intergovernmental loans and subscriptions in gold and foreign currencies 
to international financial organizations. 


Geographically about 80 per cent of the net capital inflows in long-term forms during 1959 

| came from the United States.(1) In amount as well as in percentage terms this was about the same as 
in 1958. Net inflows from the United Kingdom represented about 10 per cent of the movement in 1959 

| compared with about 15 per cent in 1958. The change reflected on balance two developments, the 

| completion in 1958 of repayments of the Canadian loan of 1942, and unusually large outflows from Canada 
| in 1959 for direct investment in the United Kingdom. Net inflows in long-term forms from other over- 

| seas countries, on the other hand, were larger in 1959 for both direct and portfolio security invest- 

/ ments, and there were no large extensions of intergovernmental loans. As a result the amount and 

| the proportion of the net long-term inflow attributable to these countries rose sharply. (2) 


(1) Canada's increased quota in the International Monetary Fund has not been regarded as a trans- 
action with the United States in this calculation. 

‘i (2) The preceding paragraphs distinguish only the long-term types of movement listed; there are 

) normally some movements in other long-term forms included in "other capital movements", details 

| of which are not yet available for 1959. 
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The net movement of foreign capital to Canada for direct investment in foreign-controlled 
enterprises during 1959 is estimated to have totalled $500 million. This compares with a revised 
figure of $420 million for 1958. It was exceeded only in 1957, and in 1956 when a record of $583 
million was established. Some special factors contributed to the high level in 1959, and must be taken 
into consideration in assessing its significance. 

Capital movements for direct investment include a great variety of transactions, large and 
small, inwards and outwards, recurring and non-recurring. They include funds to finance capital 
formation in Canada involving the use of Canadian labour, machinery and equipment. They include the 
financing of machinery and equipment imported from outside of Canada, ranging from small components 
to massive installations of custom built equipment. They include the acquisition from residents of 
existing assets, such as land, or buildings, or going cancerns. They include the provision of working 
capital to finance inventory accumulation, receivables from customers, etc. The net movement in 1959 © 
reflected all of these things. A few undertakings accounted for some $200 million of the total, half 
covering non-recurring transactions, and half the peak level of some major developments. While some | 
parent companies were supplying additional capital to finance expansion in Canada, others found that 
the funds generated in Canada from earnings, depreciation, etc., were greater than their forseeable 
needs in this country and there was some significant return of capital from Canada. 


new capital formation or investment in a physical sense. While some transfers occur specifically for 
the purpose of acquiring existing concerns, property, etc., others represent only an additional source 
of financing for active companies which are constantly acquiring or disposing of existing interests, 
or are shifting the nature of their financial liabilities, from one form to another, in accordance 
with changing circumstances. Despite difficulties of measurement, there is evidence that most if not 
all of the increased net movement to Canada in 1959 of foreign direct investment capital was of this 
special character. 


| 
| 
It is never possible to measure precisely the part of direct investment inflows devoted to 
| 


Geographically nearly three-quarters of the net movement is estimated to have been from the 
United States, with the remainder originating as to about two-thirds from the United Kingdom and one- © 
third from other overseas countries. The largest part of the increase over 1958 was in net inflows 
from the United States, with a significant and relatively larger increase in the net movement from 
overseas countries other than the United Kingdom. 


For the second successive year there was a reduction in the net inflow of foreign direct in- 
vestment capital to the petroleum and natural gas industry in Canada. This no doubt reflected the 
moderation in rate of growth undertaken by the industry. However, the drop in inflows to the petroleum 
and natural gas industry was more than offset by increased inflows for mining. Some of the new major 
developments in mining probably reached in 1959 a peak level of capital expenditure. Together | 
petroleum, natural gas and mining appear to have accounted for more than half the net movement. This 
was smaller than in 1958. About a quarter was represented by investment in manufacturing concerns, 
but a substantial part of it represented the purchase by non-residents of existing interests in the 
field of automobiles and sugar. Other significant inflows occurred for investment in financial con- 
cerns, Property, clc. 


The capital inflow for direct investment was about equal in the two halves of 1959, but the 
special transactions already referred to affected this timing. Excluding these, there appears to have | 
been some increase in the rate of inflow in the last half of 1959. 


Preliminary estimates of the movement of capital for direct investment abroad indicate a net 
outflow of $60 million in 1959, which compares with a revised estimate of $48 million for 1958. As 
in the case of foreign direct investment in Canada, the net movement embraced a diverse mixture of 
transactions. Acquisitions and disposals of existing assets were, however, of relatively greater 
importance, among them being the purchase of manufacturing undertakings in the United Kingdom, and the 
sale of petroleum interests in the United States. 


Portfolio security transactions were again by far the largest source of foreign capital in 
1959, supplying an amount equivalent to 43 per cent of the deficit on current account. The net inflow ) 
of $627 million, arising from nearly $3,000 million of transactions, was slightly larger than the total 
of $610 million recorded for 1958 but in that year the current account deficit was much smaller and 
security transactions led to an inflow equivalent to 56 per cent. Even larger amounts of capital were | 
imported in this form in 1956 and 1957, and in the four year period the net capital inflow from 
security transactions has totalled $2,727 million. Transactions in 1959 included net sales to non- 
residents of $208 million of outstanding Canadian securities and $662 million of new issues, offset 
by retirements of $222 million of foreign-held Canadian securities. In the opposite direction there 
was a net capital export of $21 million from all transactions by Canadians in foreign securities. 


=< One, 


The figures for 1959 reveal increased relian 
portfolio security capital. The foreign savings made 
stocks and bonds in 1959 were equivalent to about 40 ) 
In 1958, when the Government of Canada was a substantial borrower of funds in Canada sales to non- 
residents were equivalent to about 19 per cent of the new supply. Excluding Government of Canada 
direct and guaranteed issues, the percentage in 1958 was 28. Non-resident acquisitions of securities 
of provincial and municipal governments and of corporations, taken as a group, were larger in 1959 
than in 1958, notwithstanding the fact that the net new issues of such securities were smaller. 


ce by Canada on foreign investors to supply 
available to Canada through sale of Canadian 
er cent of the net new supply of such securities. 


The overall movement of portfolio securit 
_ States, 6 per cent from the United Kingdom, 
the proportion from the United States was 87 
per cent. 


y capital in 1959 came 75 per cent from the United 
and 19 per cent from other overseas countries. In 1958 
per cent and that from the other overseas countries 7 


; The capital inflow of $208 million produced by trade in outstanding Canadian securities was 
the largest since 1950. It included on balance $96 million of Canadian bonds and debentures and $112 
million of Canadian stocks. There were net sales of outstanding bonds and debentures in every month 
except one, and their total was also the largest since 1950. In 1958 there was no net movement from 

_ trading in bonds, and in 1957 trading resulted in a repurchase balance of $45 million. Net sales to 

_ mon-residents during 1959 of $119 million of Government of Canada direct and guaranteed issues were 

_ offset to the extent of $23 million by net repurchases of issues of other Canadian debtors, some of 

__ which may reflect transactions of sinking funds. The capital inflow of $112 millinn produced by net 

_ sales to non-residents of outstanding Canadian common and preference stocks was larger than the figure 
of $88 million recorded in 1958 but was smaller than in the other years since 1953. There were net 


sales of outstanding Canadian stocks in every month of 1959; in the past six years there have been 
only four months in which a sales balance did not occur. 


Taken as a whole, trade in outstanding Canadian securities produced $66 million in the first 
quarter of 1959, the largest quarterly balance since 1956. This fell to $50 million in the second 
quarter, $58 million in the third, and $34 million in the last quarter of the year. 


Canada received $662 million from the sale of new issues of Canadian securities to non- 
residents in 1959. This represented a decrease of $15 million compared with 1958, and was also smaller 
than for the two preceding years, although substantially larger than for earlier post-war years. Gross 
new corporate issues dropped to $132 million, less than half the total for 1958, or about one-quarter 
of the level for the preceding year. In both 1957 and 1958, however, there was a significant volume 

of deliveries of pipe line bonds sold earlier. On the other hand sales to non-residents of new 

issues of governments rose to $530 million in 1959, increasing by one-third over the previous year. 


Retirements of foreign-held Canadian securities totalled $222 million in 1959, compared with 
$158 million in 1958. Much of the increase covered Government of Canada issues. This is the largest 
figure for retirements for many years. It is no doubt a reflection of the growing volume of funded 
debt outstanding in the hands of non-residents. Since retirements required by the operation of 
sinking funds may often be satisfied through the surrender of bonds acquired in the market, it may be 
Surmised that in addition some current retirements took the form of repurchases of outstanding 
securities, 


| Transactions in foreign securities gave rise to a net capital outflow of $21 million in 1959. 
There were net purchases by Canadians of $18 million of outstanding foreign issues. The only other 

| year since the end of World War II in which Canadians added to their holdings of foreign securities 

_ through purchases of outstanding issues was in 1948 when there was a net outflow of $7 million. Net 
purchases occurred in each quarter of 1959 and largely represented, on balance, the purchase of 

foreign bonds. Canadians also purchased $11 million of new issues of foreign securities but $8 million 
of existing Canadian-owned issues were retired. 


Additional comment and statistical detail on movements of portfolio capital, including 
quarterly figures classified by debtor and statistics covering sales contracts and deferred deliveries 
to United States residents of new issues of Canadian bonds, will be found in the DBS report "Sales 
and Purchases of Securities between Canada and Other Countries, December 1959, and Review of Security 
Trading during 1959" (DBS Catalogue No. 67-002). 


Canadian aid abroad in 1959 in the form of loans to overseas governments consisted of $l 
million credit extended to Ceylon and to India to finance the purchase of Canadian wheat and flour. 
In the previous year credits totalling $34 million were extended for this purpose. Repayments of 
principal on earlier intergovernmental loans totalled $34 million, including amounts from the United 
Kingdom, Belgium, France, the Netherlands, and Norway; the repayment by Norway was the final payment 
On a loan of $23 million made between 1945 and 1948. In 1958 repayments to Canada totalled $64 
million, but that total included $30 million repaid on the loan of 1942 to the United Kingdom which 
had been fully repaid by the end of the year. In addition to the principal repayments Canada received 


F 
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in 1959, $33 million of interest on intergovernmental loans; this is a part of the item in the current 
account covering Canada's receipts from interest and dividends. 


Summary of Capital Movements, 1956 to 1959 
(millions of dollars) 


Change in 
movement 1959 
1956 1957 1958 1959 from 1958 

Direct investment in Canada + 583 + 514 + 420 + 500 + 80 
Direct investment abroad - 104 - 68 - 48 - 60 - 12 
Canadian securities: 

Trade in outstanding bonds 5 eid - 45 - + 96 + 96 

Trade in outstanding stocks + 188 xa el Si7/ 5 3) + 12 + 24 

New issues + 667 + 798 + 677 + 662 - 15 

Retirements - 141 imate i - 158 - 222 - 64 
Foreign securities + 2 c 6 + 3 - Jai - 24 
Loans by Government of Canada: 

Drawings - - - 34 - ly + 33 

Repayments + 69 OU + 64 sa - 30 
Subscriptions in gold and U.S. dollars 

to IFC and IMF - 4 - - - 59 =ei59 
Canadian dollars holdings of foreigners - 24 - 35 + 106 + 13 - 93 
Official holdings of gold and foreign 

exchange (increase, -) m2 B33 + 105 - 109 + 70 + 179 
Other capital movements $552 #12 2295 ee «76 + 336 + 260 
Net capital movement financing current 

account deficit +1,366 +1,424 +1,085 +1,460 + 375 


During the year an amendment to the Bretton Woods Agreements Act was passed providing for an 
increase in Canada's quota in the International Monetary Fund and subscription to the International 
Bank for Reconstruction and Development. There were general increases of 50 per cent in the quotas 
for the IMF and of 100 per cent in the subscriptions to the IBRD. Canada was among the countries for 
which special increases exceeding these percentages were recommended. As a result, Canada's quota in 
the IMF was raised from $300 million to $550 million, and its subscription to the IBRD from $325 
million to $750 million, all of these amounts being expressed in United States funds. The increased 
quota for IMF involved the payment of U.S. $62.5 million in gold, and U.S. $187.5 million in Canadian 
funds. A capital outflow of $59 million appears in the balance of payments in the fourth quarter 
representing the Canadian dollar equivalent of the payment in gold. (The impact of this payment aa 
Canada's official holdings of gold and foreign exchange is a capital inflow in that item). Since it 
has been the practice to record quota and subscription payments in Canadian funds to these institutions 
with changes in short-term Canadian dollar holdings by them, in the item "other capital movements" 
the payment in Canadian dollars to the IMF has no immediate effect on the balance of payments statement. 
Canada's increased subscription to the IBRD will involve payment of $1 million in gold or United States 
dollars, and $9 million in Canadian funds, with the remainder of $415 million to remain on call to 


serve as an increased guarantee of IBRD obligations; this transaction had not been completed at the 
end of 1959, 


Bes 


Canadian dollar holdings by non-residents are estimated to have risen by $13 million over 
the year as a whole. There were, however, much more significant changes over the course of the year. 
A decline of $12 million in the first quarter of the year was followed by increases of $46 million 
and $22 million in the second and third quarters respectively. These capital inflows were reversed 
as to $43 million in the final quarter of the year. Transactions by non-residents in Canadian 
Treasury Bills were an important contributor to these changes. During the year non-residents purchased 
$369 million of these instruments. Most matured or were repurchased by Canadians during the year, and 
net holdings by non-residents rose by only $14 million. In the five months from April to August, how- 
ever, there occurred a net capital inflow of $89 million for the purchase of bills, followed by a net 
outflow of $75 million in the succeeding four months. On a quarterly basis there were inflows of $63 
million and $1 million in the second and third quarters, and an outflow of $50 million in the final 
quarter. Further details and discussion on interest arbitrage movements of capital will be found in 


the report "Sales and Purchases of Securities Between Canada and Other Countries, December 1959, and 
Review of Security Trading during 1959." 


There was a net capital inflow of $70 million in 1959 reflecting changes in Canada's official 
holdings of gold and foreign exchange. An inflow of $49 million in the first quarter through a re- 
duction of official holdings was followed by outflows of $43 million and $3 million as holdings were 
increased in the second and third quarters. There followedan inflow of $67 million in the final 
quarter of the year. As has been seen $59 million of this reflected the reduction of holdings re- 
sulting from payment of Canada's increased quota in the International Monetary Fund. This quota might 
be regarded as a second line of reserve. Official holdings of gold and United States dollars fell 
from $1,939.1 million, expressed in United States funds, at the beginning of the year, to $1,869.2 
million at the end. The highest level of month-end holdings was reached in September when the total 
was $1,938.3 million. 


The category "other capital movements" shows a net inflow totalling $336 million in 1959. 
The year was the first in the decade covered by official quarterly estimates of the capital account 
in which inflows appeared each quarter in this item, although in 1952, when special influences were 
at work, there were recurrent outflows. While some components of the category in 1959 have been 
identified, a substantial part represents the balancing item between the estimates at this time of 
the current account deficit and measured capital inflows. Available quarterly measures of many short- 
term receivables and payables and of international banking movements are limited in concept or 
coverage, and it is possible now only to surmise the significance of the large balance in 1959. Among 
the measured components there appears to have been a large outflow in the last half of the year to 
cover increased holdings of foreign exchange by Canadians. There were inflows of the order of $65 
million in the form of borrowings by Canadian finance and loan companies, largely in the latter part 
of the year, and there was also evidence of a significant increase in short-term Canadian commercial 
indebtedness in the final quarter. 


The Canadian dollar continued to be in strong demand in the world's exchange markets in 1959. 
The price of the United States dollar in Canada fell from 96.44 cents at the end of LODSEtOnO De 22 
cents at the end of 1959, the lowest year-end quotation for many decades. It moved through a high 
of 98.19 cents in February and a low of 94.56 cents in November, a trading range which was slightly 
wider than in 1958. In general the exchange value of the United States dollar in Canada rose until 
mid-February, then declined for more than eight months. A sharp rise of about one cent occurred in 
mid-November but was not sustained. The average noon rates from March to October were each lower than 
for the preceding month. The successive quarterly averages were 97.05 cents, 96.17 cents, 95.45 
cents and 94.97 cents. The noon average for the year as a whole of 95.90 cents compared with 97.06 
cents in 1958, and was about the same as in 1957. 


| Balanceof indebtedness 


Canada's net balance of international indebtedness is estimated to haverisen from Sls S 
billion at the end of 1958 to about $15.4 billion at the end of 1959. At this figure, it has more 
than doubled in the last five years, tripled in the last seven years, and quadrupled in the decade. 
The increase reflects not only the movements of capital which served to finance Canada's current 


_ account deficit, but also the retained earnings on both direct and portfolio investment, in Canada 


and abroad, and the effects of migration, exchange rate and other valuation changes, etc. Canada's 
8ross liabilities were $24.0 billion at che end of 1959. This amount included $11.9 billion of 
foreign direct investment in Canada and $8.7 billion of other foreign long-term investment in Canada, 
a total of $20.6 billion for foreign long-term investment in Canada, as well as $3.4 billion of other 
liabilities such as the equity of non-residents in Canadian assets abroad and short-term liabilities 


of various sorts. Canada's gross external assets of $8.6 billion included $3.3 billion of private 


long-term investments abroad, $2.1 billion of Government loans and subscriptions to international 
financial organizations, and $3.2 billion of other short-term assets including official holdings of 
gold and foreign exchange, private and banking holdings of foreign exchange, and receivables. 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1959 are preliminary and 


1957 i-9:5,8 
IV I IT 8 a IV @ 
A Current Receipts | 
1 Merchandise exports (adjusted) ........cccceeseseseessnesseeesesees 1,284 1,088 1,277 1,218 1,307 
3 Gold production available for Export .........ccccceecsessestesneees 50 44 39 39 33 
4 Trawel EX peri QECUE GS. ccezeacnes-seesepiencfetcveeuSurneccatone ensaseotanaiis 59 32 716 186 55 
5 Inderest and GUCIGEMES «s5aheesecsseecstuecin-coane-ceterr ee aratnace 58 31 34 29 72 
6 Freieit and Shipping Sic jessssocsscc--.ncooesest 13. anno carer 103 98 102 es) 103 
7 Inheritances and immigrants’ fUNdS ..............cceesesseeneeeeeeeees 23 13 et 26 20 
11 All other current receipts: .a.c.dnceen. oes. 85 94 88 85 9 | 
12 Tokay Cravent Receipts ©... aot le Eos Bh tel 1,662 1,405 1,643 1,681 1,6% 
B Current Payments | 
1 Merchandise imports (adjusted): .......cccccceseceseeeeseesesssnseeeeees 1,292 1,151 1,354 1,206 1,349 | 
4 Prpawel: CXDCTICR ULES choc canaiec cuits otecee ee gee eeeeE ks 105 100 140 191 pak 
5 Interest And Vid CHAS ceca cctenctdn ce rte tag casonntennene ee note tae 173 116 133 U1 1% 
6 Freight and Shiprttigy. ccccccsccconce-teteetorerectmsvess tat aoe areas 120 95 14 127 Lee 
7 Inheritances and emigrants’ fUNGS .........cccseseessseeseseenesenees 44 29 36 39 Ale 
) Official contributions. .scic- be epee kh ate 17 11 16 12 pai 4 
11 Alf other current‘payments: G)A.14.2.0..84..ced, fake 164 170 173 163 159 
12 Total Current Payment .........0..0.0ccccccccccecscsseccsetecseeeenenaes 1,915 1,672 1,966 1,879 1,991 | 
| 
Balance on Merchandise Trade .........ccccccccccsscsesecssessesteretesens = 6 - 63 = 77 =>)? Se 
Balance on Other Transactions, excluding B 9 .................. - 228 - 193 = 230 —~1% -=-— 244 : 
Oflhcral Contra Ons. ot. actos oven Seno cernerenaa Hasta =s= 17 ~~ 22 -=,.16. cm. 12 |e | 
Cc Current Account Balance .0.0............ cece seeeeeseeneceeseenneneneeney = 253 - 2647 = 3223 - 1% =| 20 © 
D Capital Account | 
Direct Investment 
1 Directiinvestmentiin Camaday. .....0...\ecasetecceecsracrsvasemerers ~* 128 + 93 + 94 +103 +130 
2 Divechrinvestment Abra d 22) ccrccce<cpsveceosceer sn thcctaret ecterans = - 20 = 23 -* 6 ‘=o nee 
Canadian Securities rN 
3a Trade in outstanding bonds and debentures ...............00. - 16 ee ee a 
3b Trade in outstanding common and preference stocks...... + 6 + 3 + i197 + 35 + 33 
4 NewilSSues on. tre: aioe e a. tags catucteuattn ts sch otauatnroesemary ames soat + 85 + 179 + 295 + 102 +101 ~~ 
5 Retirements (2 tees ccc csi te ee ital ae eee - 30 - 30 = 50 - 27. a 5S | 
Foreign Securities 
6 Trade-in outstanding 1esues ea hat rensbaeeer cee + 8 + 4, = Lv 3 + Te 
i NG We TSSUCSE ieee seeess secsacar nen sceoraans Site asa mc vaste Bae mea ereeenn me 7 = 4 - FY ran 2 e« 4 
8 Retirements) ieiccet -cesctes: ce scevsosescessscnscossnoraveretsoevaissemertucveres sceaes + 2 + 2 + 1 + 2 + Za 
Loans by Government of Canada | 
9 1D) a 1 AULT te See: 5 SBR aE lett aap > oe RIS He, RES oe SONNE SEEDY PAS oe at 1a bee 8 - - 10 | 
10,11 FROG NING HES. .c.c:ccauiedeecetst- as cueros eeiene ioc od estt ciude data anceenee + 37 + 9 + VF. .+ 7 ae 
13 Subscriptions in gold and U.S. dollars to IBRD, IFC and 
TIMER es seach ss oe Seen o ses Bh amet cs mame dae eae detea tas pene maa tesliorenieuadereaeaes - - - oon - 
14 Change in Canadian dollar holdings of foreigners.............. + 18 - 146 + 4 + 9% = oe 
16 Change in official holdings of gold and foreign | 
exchange (increase, minus) sc. eee ee. ree eee + 61 - 33 — §2 + 32 -= Sep 
17 Other‘canital movements .2..4c.... a0 ne ol = ye +106 + 1 |= 146 + 108) 
E Net Cunitel Movementg stock irene ame hci + 253 + 267 + 323 +198 ++ 297 — 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports On ~ 
Bi) ‘‘The Canadian Balance of International Payments’’. 


| 
A 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance trans- | 
B 11) actions, and business services. | 


} 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1958 are subject to revision. 


95 9 Anmal Totals 
I II III IV 1 
(millions of dollars) ae ae" = 1959 
= are cee 1,450 4,837 hy 909 4,890 55152 - 
150 147 3 
ee 87 222 55 337 363 349 397 4 
4 Al 37 65 142 154 166 170 5 
110 98 105 457 445 401 All 6 
18 29 31 22 99 124 91 100 7 
91 94 103 92 442 3838 366 380 11 
1, 365 1,756 1,810 1,826 6,464 6, 530 6,423 6,757 12 
B 
1,215 1,545 1, 364 2 
a. 2 9 ene: 5» Ros ee 5,060 5 538 : 
136 156 149 215 523 587 586 656 5 
98 128 141 139 502 515 460 506 6 
31 39 42 43 115 157 145 155 7 
22 22 1s 30 37 50 71 9 
170 173 178 181 597 645 665 702 11 
1,776 2,203 2,109 2,129 7,330 75954 7,508 8,217 12 
- 154 - 190 - 78 + 36 =- 728 - 579 - 170 = 386 
= 248 = 235 - 199 - 321 = 608 - 808 - 865 -1, 003 
= gy - 22 - 22 - 18 —_ 30 hon) 37 .) 50 - 71 
- All - 447 - 299 = 303 ~1, 366 ~1,424 =-1,085 ~1,460 Cc 
D 
+ 80 + 170 + 85 + 165 + 583 + 514 + 420 + 500 ! 
- 20 - 10 =- 20 10 - 104 - 68 - 48 - 60 2 
S 34 + 16 e533 aS + 11 - 45 we + %6 “= 
+ 32 + 34 + 25 + 22 + 188 + + gs + 112 3b 
+ 178 + 108 + 205 + 171 + 667 + 798 + 677 + 662 ‘ 
me 37 - 73 - 54 - 58 - 11 - 133 ~ 158 = 222 5 
= 1 - 9 - 4&4 - 4&4 + 20 + 24 + 1 - 18 6 
- 2 2 - 1 - 6 18 - 24 - 17 - lu 7 
+ 2 + 2 + 2 + 2 = 76 ee + 8 8 
- 1 - - - - ~ - 34 - 1 . 
- + 9 = + 25 + 69 + 50 + 64 + 32 10,11 
- 2 = - 59 ~ 4 ~ ~ - 59 se 
- R + Ab + 22 - 43 - 224 - 35 + 106 + 23 - 
| = £9 - 43 - 3 + 67 - 33 + 105 - 109 +. 76 16 
+ 109 + 199 + 9 + 19 + 152 + 95 + 76 + 336 - 
+ All + ALT + 299 + 303 +1, 366 +1,424 +1,085 +1,460 E 


NOTES: 


_D_ A minus sign indicates an outflow of capital from Canada. 
| Di,2 Exclusive of undistributed profits. 


' 


' D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 


_ private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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The Canadian Balance of International Indebtedness 
OO 


(Billions of dollars) 


1945 1949 1952 
Canadian Liabilities 
Non-resident owned long-term 
investments in Canada: 
Direct PAST) B6 52 
Other 4.4 4.4 Dee 
Total fees 8.0 10.4 
Other liabilities 0.9 1538) 1.5 
Gross liabilities 8.0 9.3 11.9 
Canadian Assets 
Canadian long-term investments 
abroad: 
Private Was! Lat. Dyetl: 
Government of Canada O}.7/ Dee 23 
Total 260 4.0 4.4 
Official holdings of gold and 
foreign exchange eat! 12 1s 
Other assets On2 Ons 0.6 
Gross assets 4.0 Diss: G7, 
Canadian net international 
indebtedness 4.0 BAO By gil 


Private long-term investments abroad include a substantial equity of non-residents through their 
ownership of Canadian companies; this equity is included among "other" liabilities. 
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~~ bet tale Selo a FIRST QUARTER, 1960 
NRy In the fi st quarter of 1960 the imbalance from Canada's current transactions in goods and 


services with other countries of $318 million was less than that of $415 million in this same quarter 
or 41959), e-feduction in the size of this current deficit was entirely from the smaller import ba- 
lance on merchandise account which fell from $154 million to $46 million as exports rose more than im- 
ports. The deficit from other current transactions rose to $263 million from $252 million and offi- 
cial contributions remained at the same level of $9 million in both years. 


Capital inflows for long-term investment considerably exceeded the size of the current ac- 
count deficit in 1960 being substantially higher than in any other first quarter. This contrasts 
with the first quarter of 1959 when long-term capital inflows were significantly less than the current 
deficit, being supplemented by substantial short-term inflows. 


| ae Reduction in import balance on merchandise trade 


The reduction in the import balance from merchandise trade in the first quarter of 1960 con- 
pared with the same period of 1959 was due to a greater rise in exports from the relatively low level 
in the first quarter of 1959 than occurred in imports. The rise in exports was 21 per cent compared 
with a gain of 9 per cent in imports. 


| Increased export shipments to both the United States and overseas markets occurred in the 
first quarter of 1960 compared with the same period of 1959, which was the lowest level in that year. 
| The sharpest relative gains have been to overseas countries and although the increase in exports to 

| the United States made up more than half of the total increase, the United States share of exports was 
reduced to slightly less than 60 per cent. The principal gains in exports were in metals and forest 
products with particularly large rises in shipments of steel, copper, nickel and aluminum. Other 
major exports which were also much heavier than in the previous year included uranium, pulp and paper, 
and lumber. Most leading markets took more Canadian exports than in the previous year. Among over- 
seas countries showing particularly large gains were the United Kingdom, most countries of Western Eu- 
rope, Australia, Japan, and Poland. Exceptions to this trend include Latin America and Commonwealth 
countries in Asia. 


The rise in imports was widely distributed both as to countries of origin and commodity com- 
position. The largest increases occurred in purchases from the United States, United Kingdom, and the 
| rest of the Commonwealth. Further substantial increases appeared in imports of automobiles and other 

rises were spread among industrial materials and machinery and equipment. Among leading exceptions to 
this trend were petroleum and some agricultural commodities. 


| 
} 
| Deficit from transactions in services and other non-merchandise items 


The deficit in the opening quarter of 1960 on non-merchandise transactions estimated at $272 
million was slightly above that of $261 million for the first three months of 1959, but nearly 14 per 
| cent under the high fourth quarter deficit of $315 million. In recent years the fourth quarter has 
been the period when the widest imbalance from these transactions has occurred. At $272 million in 
1960 this deficit is larger than in any other first quarter and compares with $78 million a decade 
earlier in the first quarter of 1950. 


The rise in the deficit from these transactions in comparison with the same period of 1959 
resulted from larger net payments on freight account, in transfers of migrants' funds and on all other 
current invisible transactions. With respect to the first two components, payments increased more 

than receipts. In the case of all other current transactions, Canadian defence expenditures overseas 

| were higher in the first quarter of 1960, while net payments for business services and for personal 
remittances advanced moderately. 


| _ Prepared in the Balance of Payments Section, International Trade Division. 
_-7503-509-30 
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The three components which moved to narrow the deficit on non-merchandise transactions were 
the travel and income accounts and gold production available for export. The decline in travel ex- 
penditures abroad by Canadians from $118 million to $111 million was influenced by the incidence of 
Easter in the month of March in 1959 upon Canadian expenditures in the United States. The deficit on 
income account, which declined from $111 million in the three months of 1959 to $106 million in the ~ 
first quarter of 1960, was the result of an increase from $30 million to $36 million in the receipts, 
offset partially by a rise of $1 million to $142 million in the payments. Larger receipts were for | 
the most part attributable to higher yields on United States short-term securities. A $5 million ris 
to $50 million in interest payments largely reflected Canadian borrowing in the preceding year throug 
sales of new bond issues in the United States. A small decline in dividend payments abroad was mainl 
caused b, the absence of transfers or smaller remittances in the first quarter by a number of large © 
subsidiaries in the manufacturing industry to parent companies in the United States. 


Transactions by areas | 


Each of the three major areas shown in the table (on this page) contributed to the narrowin 
in the current account deficit from $415 million in the first quarter of 1959 to $318 million in the 
same period of 1960; and most of this occurred through improvements in the merchandise trade balances 
of the respective areas. 


A reduction of $47 million in the current account deficit with the United States from $392 
million to $345 million in the three months of 1960 was distributed $39 million to merchandise trade. 
and $8 million to "invisible" items. The improvement in the merchandise import balance was the net 
effect of a rise of $117 million, or 18 per cent, in exports and that of 9 per cent in imports. In | 
comparison with the first quarter of 1959, substantial increases were recorded in shipments to the — 
United States of newsprint, pulp, lumber, fabricated steel, copper, nickel, uranium and petroleum, 
Gains were indicated in the imports of machinery and electrical apparatus, structural materials, cot- 
ton and products. Most of the references made above in dealing with non-merchandise transactions wilt 
all countries on travel and income accounts and business service payments are pertinent to explaining 
the moderate reduction in the non-merchandise deficit with the United States. 


The surplus with the United Kingdom increased from $12 million to $26 million in the quarte 
under review. As the deficit on the "invisible" items was maintained at $41 million the improvement 
in the current account balance was the net result of an increase of $46 million in merchandise export 
and that of $32 million in imports. Larger shipments to the United Kingdom covered commodities such 
as lumber, newsprint, base metals and plastics, while exports of grain were smaller. Larger imports © 
automobiles were prominent among the gains in imports. 


A swing of $36 million for Other Countries from a current deficit of $35 million to a surp) 
of $1 million was made up of improvements of approximately $10 million and $35 million with the OEEC. 
group and other foreign countries, respectively, which were only partly counterbalanced by a $9 mill: 
reduction in the surplus with the Rest of the Sterling Area. The decline in current account surplus 
with the Rest of the Sterling Area resulted from a larger increase in imports than in exports togeth: 
with a slightly higher non-merchandise imbalance. With respect to the OEEC countries an increase of 
$24 million, or about 25 per cent, in exports was in part offset by smaller increases in imports and 
in the deficit from non-merchandise transactions. The current account deficit with the remaining 
countries was reduced sharply following a $30 million increase in exports, most of which was to Japay 
and Poland. This was accompanied by a smaller decline in imports, including petroleum, offset in pai 


by a moderate growth in the imbalance from non-merchandise trade. | 


| 


SUMMARY OF CURRENT TRANSACTIONS WITH THE ! 
UNITED STATES, UNITED KINGDOM AND OTHER COUNTRIES : 


FIRST QUARTER 1959 AND 1960. 


All Countries United States United Kingdom Other Countr_ 


1959 1960 1959 1960 1959 1960 1959 19 
Merchandise exports (adjusted) L,06L> 15284 652 769 163 209 246 i 
Merchandise imports (adjusted) 1,215, 1,330 867 945 110 142 238 24 
Balance on merchandise trade - 154 - 46 = 215 ‘= 1176 + 53 + 67 + 8 ~ 6 


Balance on non-merchandise trade - 261 - 272 - 177 - 169 - 41 - 41 - 43 - 6 
Current account balance =~ 415 = 318  - 392 = 345iaieusloeeeerened ans +n 
| 
: 


Capital movements 


Capital movements in such long-term forms as direct investment and portfolio security trans- 
actions led to a net capital inflow of $380 million in the first quarter, This was about a fifth 
greater than the current account deficit. In the first quarter of 1959 the inflows in such long-term 
forms totalled $262 million equivalent to about two-thirds of the larger current account deficit 
incurred in that period. The other capital movements in the first quarter of 1960, mainly in short- 

_term forms, amounted on balance to a capital outflow of $62 million. An outflow from this category of 
transactions has not previously occurred in the first quarter since 1954, 


% The net movement of foreign capital into Canada for direct investment in foreign-controlled 
enterprises during the quarter is tentatively placed at $175 million. This is more than double the 
figure for the corresponding quarter of 1959, and nearly half as large again as in 1956 when first 
quarter inflows were at their earlier high level. Inflows to the petroleum and natural gas industry, 
and to mining accounted for about two-thirds of the net movement. Inflows to manufacturing accounted 
for about a quarter of the total. Included in each of these groups were some movements for the 
acquisition of existing investments from residents of Canada, 


The net movement of Canadian capital for direct investment abroad during the quarter is 
tentatively estimated as an outflow of $5 million. 


Transactions in Canadian portfolio securities brought $200 million into Canada in the 
quarter. This compared with $158 million in the final quarter of 1959 and $208 million in the first 
quarter of that year. It included net sales to non-residents of $20 million of outstanding Canadian 
bonds and debentures, $13 million of outstanding Canadian common and preference stocks, and $203 
million of Canadian new issues, offset to the extent of $36 million by the retirement of foreign-held 
_ Canadian debt. Sales to non-residents of new issues of provincial governments fell sharply from the 
_ earlier periods, but sales of new municipal issues rose to their highest level for many years. Sales 
to non-residents of new issues of corporate bonds and debentures rose from $34 million in the fourth 
quarter of 1959 to $72 million in the quarter under review. The first quarter figure compared with 
$112 million for the whole of 1959 and was the highest since the second quarter of 1958. Nearly half 


, the total for the first quarter represented issues of companies engaged in the financing of consumer 
durables. 


Transactions in foreign securities led to a net capital inflow in the first quarter of $10 
million. On balance this movement reflected the resale by Canadians of outstanding issues of United 
States stocks. During each quarter of 1959 Canadians added to their holdings of foreign securities. 


; There was a capital outflow of $22 million during the quarter arising from reductions in 
Canadian dollar holdings of foreigners, Nearly half the decline was in holdings of Canadian treasury 
_ bills. Canada's official holdings of gold and foreign exchange fell moderately during the quarter, 
resulting in a capital inflow of $11 million. Official holdings of gold and United States dollars, 
expressed in terms of United States currency, were $1,856 million at the end of the quarter compared 
_ with $1,869 million at the beginning. All other capital movements were outward, on balance, in the 
amount of $51 million. This development was in sharp contrast to the results from 1956 to 1959 when 
inward movements in excess of $100 million were indicated in the first quarter each year. A sub- 
stantial part of the movement in the first quarter of 1960 reflects net repayments of short and long 
term debt by Canadian corporations, including industrial and financial companies. A part of these 
repayments was financed by new issues of Canadian securities sold to non-residents. Non-official 
holdings of foreign exchange do not appear to have changed significantly on balance during the quarter. 


The exchange value of the Canadian dollar fell slightly during the first quarter. The price 
of the United States dollar in the Canadian exchange market rose from 95.22 cents to 95.78 cents, and 
_ the average noon rate of 95.18 cents compared with 94.97 cents for the final quarter of 1959. The 
trading range during the quarter was 0.87 cents. 


+ 
if 
A heh de Receipts 
1 Merchandise exports (Adjusted) .....c.ccccecesesscsseserosessesescstvens 1,084 
3 Gold production available for Export ..........:ccssceeeeoesseerenees 44 
4 Travel Expen@itures scccecicz,-sctias-ewey-sesee- pave eee wh eee neo 32 
5 Interest.and dividends cnn. ict ante tegen Petre oe 31 
6 Preight, and. SHIppine sac.acesanaeecodh<cpaateoc cee eye eee hele 98 
7 Inheritances and immigrants’ fundS ..........cccceccccceeeeeeeeeees 18 
11 All. other. current PeCeipts:. cecccosccdeecgeaessten-ectenrapeh tanec. tirseees 96 
12 Total Current Receipts <2... e iets carer 1,403 
B Current Payments 
1 Merchandise imporntsi(ad jUSted))es. cere seseee crete esseater sane dL Sk, 
4 TAVEIPEXDENCICUTESE aes ota cere nossa tenn ovsestecccerormess eres 100 
5 i bakenohehn Chavo NOTA IETNICKS) Sas 8 ha caudenoneneeente so ossosoonecounninsecbdoso ursSae 126 
6 Freight and shipping ............ ee ETRE RRR A SCHEER 9 Se 95 
7 Inheritances andsemigrants’ funds ....2,..0-.0 cr csumvne renee 29 
9 OfficialecontributlonS msec os cere eee eee Tee 2. 
11 All other current payments ssc aivhices.bsscocor.raasseancoueid etna 179 
12 Total Current Payment ..000......000.0..ccccccccscecccecessssseeecenseeees Ls 695 
Balance onsMerchandise) Dradensm....scemmse etree caer eo 
Balance on Other Transactions, excluding B 9... = AAG) 
Officially ContributplOnse yaac.csee-e-ccceecstees ee recess oreo cee Ss Ue 
C Current Account Balance ..............0..ccccccecceseeeecesseeseceeceeseenneeees = 292 
D Capital Account 
Direct Investment 
1 Direct dinvestmentiin Canadas c.0.cockercre cae neu ee + 93 
2 Directsinvestmentabroads . yu... see nee eee - 20 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................... - 2 
3b Trade in outstanding common and preference stocks...... + 3 
4 NEWHISSUCSH a fi ot Rieter tenet ts cot tetots canes ate ah ato mn eisnines + 179 
5 Retirement cyrus. tes sr aeansce hese tate tahoe Oaiateaens eee = 30 
Foreign Securities 
6 “Tradeuin OUtStANGINg 1SSUCS tanta enema oe acc + 4 
7 ING W TISSUCS? ceccecn cues craesicvtvncnwiedearaesedeecanetsaciead ccm stoncseeae tcens eseia - 4 
8 FROtIRE MOMS arcsec ceca ce ae occas fe 2 
Loans by Government of Canada 
9 Dra Wings. 6 accu, kh See eee one ee ee ie es ame LG 
10,11 REDAYVMENGS -c.nceteiccersscaccten rece teo se eee Co eRe eee ae ft Mi 
13 Subscriptions in gold and U.S. dollars to IBRD, IFC and 
| Re eee A EE ot Be poe ocianbs soocen one neado mete - 
14 Change in Canadian dollar holdings of foreigners.............. = 16 
16 Change in official holdings of gold and foreign 
CXChanPe (increas eel IG) seca minmer mien racntn aceaee - 39 
Av O@ThEricapitalamoOVeMmentSimacsse cceosecters diene aaaetenv er steensieese ete aan i 
E | Net, Capitals Movement. iisisice..scicisiecocsscvoss ctsncanstccecaevarentsasitersvecs + 292 
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QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1960 
1958 
II Ett 
Leer 1,219 
Bo. 39 
76 186 
38 29 
102 98 
27 26 
91 87 
1,650 1,684 
1, 361 1,202 
140 191 
136 151 
1, peg | 
36 39 
18 22 
176 169 
1,981 1,891 
=~ 84 oe! bf 
= 229 - 212 
- 18 - 12 
- 331 - 207 
+4194 + 103 
- 23 + 6 
ad Oe ant 7 
7 Hz £35 
+ 295 +: 102 
a 50 - 27 
con 1 + 3 
pe 5 - 2 
+ of aaa 2 
PA 8 = 
tigek7, dix) ik 
i ee 
- 52 + 32 
+ 19 - 137 
+ 331 +9207 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports 0! 
B1) ‘‘The Canadian Balance of International Payments’’. 


A 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance trans 
B 11) actions, and business services. 
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Annual Totals Four Quarters 
ending 
1959 March 31,1960 


1 ey) 


D 
+ g0 + 170 + $5 165 175 + 514 + 420 + 500 + 1 
20 = 10 20 10 - 5 = - 48 60 - ae 2 
e 33 TelS “Sea ra gtd + 20 - £45 = + 9 + g0 3 
a 32 ng Tyas + 25 + 19 Tans + 137 + 838 rcs + 90 3 
+ 184 + 109 + 207 + 194 + 203 + 798 +2677 + 694 pay ANE 4 
- Al - 78 - 59 - 67 - 36 =- 133 - 158 - 245 - 240 5 
SS ee - - + 10 £727 135 Ve 33 —~ 16 6 
- 3 ee 7 ee ey, eee Dey uly! aeelo ele 7 
> 3 72 + 2 + 3 + 2 + 6 ee + 10 + 9 8 
- 1 = = = = - = 34) coe - 9 
- oa? ~ Se) - +) 50 + 64 ro 34, + 34 10,11 
- - - - 59 “= = - - 59 - 59 13 
> 12 + 46 + 22 =e ao}. ees + 106 + 13 + 3 14 
+ 49 = 43 =e} + 67 + 11 + 105 - 109 + 70 + 32 16 
mr 116 + 194 + 22 SS ra), + 95 +122 + 317 + 150 17 
y 415 a AS YS) + 305 + 276 + 318 41,424 +1,131 +1,429 +1, 332 E 
NOTES: 


D A minus sign indicates an outflow of capital from Canada. 
D1,2 Exclusive of undistributed profits. 


D17 This item includes mainly short-term capital movements in the form of changes in internatio 
private and chartered bank holdings of exchange, and loans between private unrelated parti 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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UM VEp sity SECOND QUARTER 1960 


Canada's current imbalance from transactions in goods and services with other countries rose 
in the second quarter of 1960 to $471 million from $315 million in the first quarter. At this level 
the current deficit was higher than in any quarter since the second quarter 1957 when it reached $545 
million. In the half year, however, this imbalance of $786 million was less than the $848 million in 
the first half of 1959 because of the lower level of the deficit in the first quarter this year. The 
level in the half year was also considerably below that in the first half of 1957. 


The largest part of the rise from the first to the second quarter this year was due to a 
fourfold rise in the import balance on merchandise trade. But part also resulted from a larger defi- 
cit from non-merchandise transactions which made up well over half of the deficit in the quarter. And 
in comparison with the second quarter in 1959 the rise was entirely from the larger deficit from non- 
merchandise transactions which also was some 10 per cent higher than in 1959 in the half year compari- 
son. The imbalance from non-merchandise transactions was greater in the quarter for each group of 
transactions with the exception of official contributions. In the half year too, the larger imbalance 
originated in most groups of transactions, the only exceptions being official contributions and new 
gold production available for export. 


Among factors influencing the balance of payments in the half year were a coincidence of 
unusually strong demands from overseas countries for Canadian industrial materials and the maintenance 
of export totals to the United States at generally high levels in most of the period combined with a 
moderating in the upward trend in Canadian imports which has been characteristic of recent years. At 
the same time the deficit from non-merchandise transactions has continued to grow with a rising 
balance of indebtedness to other countries and high incomes in Canada. And inflows of capital into 
Canada in long-term forms in the half year were substantially higher than last year as is described 
later in this publication. 


Rise in import balance on merchandise trade 


In the second quarter the import balance on merchandise account grew rapidly to $179 million 
from the unusually low balance of $43 million in the first quarter. The import balance from the 
Jnited States was appreciably larger than in the first quarter while the export balance with overseas 
countries was about half the size of that in the first quarter. In comparison with the previous year 
the import balance in the second quarter was still slightly less with both exports and imports being 
somewhat lower. 


In the case of exports the decline in the total to the United States in the second quarter 
was greater than the rise overseas. There were sharp declines in exports of wheat, uranium and farm 
machinery and slight drops in certain other major commodities which more than offset some gains in 
other commodities. Half year comparisons with last year in contrast show rises in both export and im- 
port totals due to the high levels of trade in the first quarter. The rise in exports was some 8 per 
cent and that in imports about 3 per cent. The import balance was consequently sharply reduced in the 
first half year from $338 million to $222 million. This change in balance originated in overseas 
trade particularly with the United Kingdom and Europe with substantial increases in exports which were 
especially heavy in the first quarter of the year when export trade is not usually in large volume, 
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The increase in exports in the half year was largely concentrated in some leading metals, 
minerals, forest products and some manufactured goods like automobiles, engines, and textiles. Exports 
of agricultural products, fish, uranium and some manufactured goods like farm implements were less. In 
the case of exports to the United States much the same general pattern prevailed. Among the chief gain 
to that country were much larger sales of steel, copper, petroleum and moderate increases in pulp and 
paper. A substantial rise in exports to the United Kingdom was the result of much larger sales of 
forest products and metals as exports of wheat were lower. 


The slight rise in imports in the half year of 1960 occurred in the first quarter as the 
totals from both the United States and overseas in the second quarter were less than in the previous 
year. The most prominent increases this year have been in automobiles, although there have also been 
increases in some industrial materials and equipment and in various other consumer goods. In the half. 
year most of the increase was distributed among imports of manufactured goods from United States, 
United Kingdom and Europe. There was a decline in the total imported from other overseas countries 
which was influenced by a drop in petroleum along with declines in imports of some other commodities. 


With marginal increases taking place both in export and import prices, the terms of Canada's 
commodity trade with other countries hardly changed between the first half of 1959 and 1960. Within 
the half year, however, the terms of trade improved in the first quarter as export prices rose while 
import prices dipped slightly, and deteriorated somewhat in the June quarter of 1960 when import price: 
advanced more than export prices. 


Deficit from services and other non-merchandise items 


The deficit from services and other non-merchandise transactions for the first half year val 
estimated at $564 million, up $54 million from that of $510 million for the corresponding period of 
1959; and represented over 70 per cent of the total deficit in the current period, as compared with 60' 
and 75 per cent for the first two quarters of 1959 and 1958, respectively. After allowance for normal | 
seasonal fluctuations, this deficit from invisible transactions appeared to have remained at about the: 
same level as that for the preceding half year, but about 10 per cent higher than the deficit for the 
first half of 1959. As in the same period of recent years, net payments on travel, income account and 
"all other current transactions" were the dominant sources of the imbalance in the "invisibles". 


All the items, with the exception of official contributions, shared in the over-the-year ris 
in the current deficit, but the income account, migrants' funds and remittances and freight and shippin| 
were responsible for about three-fourths of the change. In the first two cases, receipts declined 
slightly while payments rose more, and with respect to the freight account, payments gained more sub- | 
stantially than receipts. Bigger payments for freight and shipping services accrued from a larger 
volume of imports being transported by an increasing proportion of foreign bottoms; and smaller per 
capita transfers of capital by immigrants, particularly from the OEEC and "other countries" were re- 
flected in lower receipts of immigrants' funds and inheritances in the first half of 1960. Fairly 
sizable increases in both receipts and expenditures occurred in the travel account, yielding a_ small 
net addition to the current deficit. Official contributions were lower by $11 million, as wheat for 
relief of countries in South East Asia was not shipped in the period under review and contributions 
were also lower under the Colombo Plan. 


Transactions by areas 


The amelioration of $62 million in Canada's current deficit from $848 million in the first 
half of 1959 to $786 million in the same period of the current year was the net result of a gain of 
$29 million in the surplus with the United Kingdom, a $69 million reduction in the deficit with Other 
Countries and an increase of $36 million in the deficit with United States. As shown in the table, on 
the following page, the balance on merchandise trade improved substantially with the United Kingdom 
and particularly with Other Countries, while the deficit arising from non-merchandise transactions 
expanded with each of the three areas. 


In the second quarter a current account deficit with overseas countries of $21 million again 
appeared although this was less than in the same period last year. In the half year, however, there 
was a slight current surplus with overseas countries of $7 million because of the surplus in the first 
quarter; and this compares with a current deficit of $91 million in the half year in 1959. 
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With the United States the current account deficit of $793 million for the first six months 
of 1960 was $36 million higher than that of $757 million for the same period of 1959; and this in- 
crease was distributed just about evenly between merchandise trade and "invisible" transactions. The 
modest rise occurring in the deficit on merchandise trade was from a smaller increase in exports of 
$30 million than in imports of $47 million in the first half of the current year. The proportion of 
Canadian merchandise exported to the United States declined from approximately 62 per cent to 59 per 
cent, while the proportion of imports remained steady at 69 per cent. Among the commodities whose 
export was higher in the first six months of 1960 were: newsprint, steel plates, sheets and strips, 
engines, copper ore, ingots, bars and billets, and crude petroleum. Shipments were lower, on the 
other hand, for cattle, agricultural implements, aluminum, nickel, and uranium. Largest gains in im- 
ports covered raw cotton and cotton fabrics, followed by commodities in the iron, steel and non- 
ferrous metal groups, while imports of non-metallic minerals recorded a decline. 


With the exception of a decline in net expenditures for travel, the deficit from other items 
among non-merchandise transactions with the United States increased mostly by modest magnitudes. A 
bigger gain in expenditures by American tourists in Canada than in the corresponding spending by Cana- 
dians in the United States accounted for the decline in the travel deficit; and a more substantial in- 
crement to the deficit on migrants' funds and inheritances developed during the period under review. 


With the United Kingdom there was a substantial increment to the current account surplus 
between the first half of 1959 and 1960. An expansion of $75 million, or over 20 per cent, in commo- 
dity exports and a gain of $33 million, or about 11 1/2 per cent, in imports, together with a rise of 
$13 million in net payments on "invisible" transactions accounted for this. In this development the 
proportionate distribution of Canadian exports to the United Kingdom rose from 15 per cent to nearly 
17 per cent, while that for imports increased from 10 per cent to ll per cent. Fairly sizable gains 
occurred in shipments of lumber, pulp, newsprint, nickel, semi-fabricated steel and copper, and alumi- 
num, while declines in exports were recorded for wheat and barley, canned salmon, and uranium. Passen- 
ger automobiles represented a large share of the increased imports. The $13 million expansion in the 
deficit on non-merchandise trade was attributable to an increase in net payments on travel account and 
a shift from a small surplus to a deficit for freight and shipping services. 


The current account balance with Other Countries improved markedly between the first half of 
1959 and 1960 from a deficit of $109 million to that of $40 million. This developed from an advance 
of 15 1/2 per cent or $85 million in exports and a slight reduction in imports, offset in part by an 
increase in net payments on non-merchandise transactions. Within the Other Countries group, over 60 
per cent of the rise in exports flowed to the metropolitan OEEC countries, while the reduction in im- 
ports was wholly from the remaining countries, as imports from Rest of the Sterling Area and the OEEC 
were higher in the first half of 1960. Most of the deterioration in the balance on non-merchandise 
transactions occurred with the OEEC, while the deficit with Rest of the Sterling Area improved moder- 
ately due to the absence of donations in the current half year to countries of South East Asia of 
wheat for relief and slightly smaller contributions under the Colombo Plan. 


Shipments to the OEEC during the first half of 1960 of primary aluminum, nickel and some 
other industrial materials were substantially higher than in the same period of 1959. Smaller in- 
creases took place in exports of semi-fabricated steel products, asbestos fibres, and engines and ma- 
chines, while exports of wheat and seeds were lower. The increased deficit with the OEEC on "invisi- 
ble" transactions issued from larger payments on travel and for the NATO infrastructure programme, 
particularly in the March quarter, and somewhat higher remittances combined with reduced receipts on 
income account. 


Lower purchases of raw cotton from Mexico and of crude oil from Venezuela accounted for a 
fair share of the $38 million decline in imports from countries other than the OEEC and the Rest of 
the Sterling Area in the Other Countries group. 


Capital movements 


Some of the underlying economic background to the quarter has already been indicated. Super- 
imposed on these factors during the second quarter were international tensions in a number of areas, 
as well as some tendency for reappraisal of the economic outlook both in general and in particular 
areas of activity. And interacting with these influences which might have been expected to give rise 
to some shifts in flows of international capital was a high degree of uncertainty in the exchange 
market and changing conditions in the international money markets. All of these factors may have 
affected to a greater or less degree the flows of capital between Canada and other countries during 
the quarter. The outstanding feature of the capital account in the second quarter, however, was the 
magnitude and the comparative stability of long-term inflows of foreign capital to Canada, particu- 
larly for direct investment, and the high proportion which has continued for so long to be directed to 
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esource-based industries. 


Z Capital movements in such long-term forms as direct investment, portfolio security transac- 
tions, and intergovernmental loans led to a net capital inflow of $259 million in the second quarter. 


This included net inflows of $160 million for foreign direct investment in Canada, and $110 million 
for investment in Canadian securities, offset by net capital outflows of $11 million from transactions 
affecting Canadian long-term assets abroad. In the previous quarter the net movement of $383 million 
included $185 million for foreign direct investment in Canada and $199 million investment in Canadian 
securities, offset by a net outflow of $1 million for investment abroad. The long-term inflows de- 
scribed were equivalent to 55 per cent of the deficit on current account in the second quarter, a 
slightly higher proportion than was the case in the corresponding quarter of 1959, when of eouvee the 
current account deficit was considerably smaller. In the first quarter the inflows in long-term forms 
exceeded by more than a fifth the current account deficit. 


Taking the half year as a whole, the capital inflows in these forms totalled $642 million, 
compared with $493 million in the corresponding half of 1959. The 1960 figure was exceeded only in 
the last half of 1956 and the first half of 1957. About 82 per cent of the current account deficit in 


the first half of the year was financed by long-term inflows. This proportion was considerably higher 
than in the corresponding period of 1959 but somewhat lower than in 1957 or 1958. 


The net inflow of capital for direct investment in foreign controlled enterprises in Canada 
is tentatively estimated to have been $160 million in the second quarter of 1960. The import of 
direct investment capital has now been sustained at a level of $160 million or higher for three conse- 
cutive quarters. The inflow in this period of $526 million was larger by some $60 million than the 
highest total for any three earlier consecutive quarters. The total for the last four quarters was 


just under $600 million. 


There were as usual some amounts in the inflow in the second quarter of 1960 to cover the 
acquisition of existing interests and properties in Canada, but they were smaller than in either the 
fourth quarter of 1959 or the first quarter of 1960. Apart from such transactions the inward movements 
were of the same general order of magnitude in the three quarters. And while the movement in the 
second quarter of 1960 was about the same size as in the corresponding quarter of 1959, much more of it 
was directed to new capital formation than in the earlier period when a significant part covered the 
acquisition by a United States company of minority shareholdings in a Canadian subsidiary. 


Direct investment inflows in the first half of 1960 continued to be largely directed to the 
development of industries based on natural resources. Not far short of three-quarters of the movement 
was to petroleum and natural gas and to mining companies. The extended period over which inflows for 
investment in resource-based industries have continued at high levels has been a striking feature of 
Canada's capital account. The movement into these industries in the first half of 1960 was well above 
the amount in the second half of 1959, and was approaching twice the amount in the first half of that 
year. Inflows to manufacturing accounted for a fifth of the total movement in the first half of 1960, 
and were spread over forest products, chemicals, and a wide variety of other categories. Other direct 
investment inflows were directed mainly to the acquisition of interests in financial institutions, 
Canadian real estate, and some other concerns. 


Geographically it would appear from the data presently available that about 85 per cent of 
the inflow for direct investment in the first half of 1960 came from the United States, and about 10 
per cent from the United Kingdom. During 1959 as a whole the United States supplied 78 per cent and 
the United Kingdom 12 per cent. But it may be noted that the rate of total inflow was then smaller 
and the movement from the United Kingdom, although making up a smaller proportion of the total, is 
probably larger in amount. 


Transfers of Canadian capital for direct investment abroad are estimated to have amounted to 
$15 million in the second quarter of 1960 and a like amount in the first quarter. 


Transactions in Canadian portfolio securities produced an inflow of $110 million of capital 
in the second quarter. This included $16 million from the net sale of outstanding bonds and deben- 
tures, $24 million from the net sale of outstanding common and preference stocks, and $133 million of 
hew issues, against which there were retirements of $63 million of foreign-held Canadian securities. 


The total compared with $199 million in the first quarter when new issues sold to non-residents were 


appreciably higher and retirements appreciably smaller. The net inflow of $309 million in the first 
half of 1960 compared with $291 million in the first half of 1959 and $661 million for the year as a 
whole. 


Transactions in foreign portfolio securities led to a net outflow of $3 million in the 
second quarter. This compared with a net inflow of $14 million in the first quarter which reflected 
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on balance the resale by Canadians of outstanding United States stocks and the retirement of foreign 
stocks. 


Regular instalments of principal fell due during the second quarter on inter-governmental 
loans to Belgium and the Netherlands, giving rise to a capital inflow of $7 million. 


Among capital movements in short-term forms there was an outflow of $10 million arising from 
the reduction of Canadian dollar holdings by foreigners. There may be special interest in this move- 
ment because of the changes which occurred in the exchange rate in this period. Deposits of residents 
of the United States and of Continental Europe rose by over $20 million while deposits of residents of 
other areas fell by nearly as much. There was at the same time a significant run-off of holdings by 
residents of the United States of Canadian treasury bills through retirements, and it was this which 
on balance caused the decline in total holdings of Canadian dollars. 


Canada's official holdings of gold and foreign exchange were reduced during the quarter re- 
sulting in a capital inflow of $82 million. This change was larger than for some years past, but was 
exceeded by the inflow in the second quarter of 1953. Most of the movement reflected a net reduction 
in official holdings of gold and United States dollars. In terms of United States funds these fell 
from $1,856 million at the beginning of the second quarter to $1,842 million at the end of April and 
$1,740 million at the end of May. By the end of June holdings had been increased to $1,774 million 
(and they were further augmented in July). 


Commenting in the House of Commons on July 4 on the change in official holdings in May, the 
Minister of Finance reaffirmed that there had been no change in policy or in the basis of operation of 
the Exchange Fund Account. The changes in holdings were the result simply of "normal operations car- 
ried out with a view to reducing the fluctuation in the exchange rate from day to day." (Comments on 
exchange rate movements in the second quarter appear in a later paragraph). 


All other capital movements were inward on balance in an amount of $140 million during the 
second quarter. These capital receipts followed outflows of $31 million in the fourth quarter of 1959 
and of $57 million in the first quarter of 1960. A wide variety of transactions are included in this 
item which also reflects the balancing item representing the difference between the current account 
balance and the capital movements for which quarterly data are available. Financial institutions 
brought in substantial amounts of capital but at the same time there was a substantial growth in 
private Canadian holdings of foreign exchange. Outstanding accounts receivable and payable also 
showed important changes. 


Exchange rate 


The exchange value of the Canadian dollar fluctuated more than usually during the second 
quarter of 1960. The price of the United States dollar in the Canadian exchange market, which was 
95.78 cents at the end of the first quarter, had been showing a tendency to rise before the end of 
March. This movement continued, with a pause in the latter part of April, until May 25 when the price 
of the United States dollar in Canada reached 99 cents. Some falling off then occurred and the closing 
quotation for the quarter was 98.03 cents. It may be noted that although the trading range of 3.44 
cents between the high and the low of 95.56 cents on April 1 was wider than has been the case for many 
years, the United States dollar rate did not reach the high points recorded in three of the preceeding 
five years. The noon average of 97.49 cents for the second quarter compared with 95.18 cents for the 
first and was the highest since the first quarter of 1958. Reasons for sudden changes in the exchange 
rate such as occurred in the quarter under review cannot be established from the study of quarterly 
estimates of the balance of payments although some of the longer range factors which may influence the 
rate will be evident. An earlier paragraph described the changes in official holdings of gold and 


foreign exchange as released by the Minister of Finance, and the policy followed by the Exchange Fund 
Account. 
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Summary of Capital Movements, 1959 and 1960 


(millions of dollars) 


1959 1960 1959 1960 
First Second First 
iia IV 
. en half half half 

Direct investment in Canada +72 +181 +185 +160 +247 +253 +345 
Direct investment abroad = 22 wire 12 eels: Sts - 36 - 34 - 30 
Canadian securities 

Trade in outstanding bonds +33 +412 +20 +16 + 48 + 45 + 36 

Trade in outstanding stocks +25 +419 +13 + 24 + 65 + 44 + 37 

New issues +210 +197 +204 +133 +297 +407 +337 

Retirements - 59 - 67 - 38 - 63 -119 -126 -101 
Foreign securities - 7 - 12 +14 =ox13 - 17 - 19 tp able 
Official loan repayments (net) = 4 25 ~ 7 + 8 +22 + 7 
Subscription in gold to IMF - - 59 - - = =" 59 - 
Canadian dollar holdings of 

foreigners +22 - 44 - 22 - 10 + 34 - 22 - 32 
Official holdings of gold and 

foreign exchange (increase, -) = 3 + 67 +11 + 82 + 6 + 64 + 93 
Other capital movements +34 - 31 ee ieee 2 ht +315 bnee + 83 
Net capital movement financing 

current account +305 +276 +315 +471 +848 +581 +786 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1960 are preliminary and 


S955 1959 
be - 3 1D Elie IV IZ 
Current Receipts 
. 1 Merchandise exports (adjusted) was.c.0 tence tenets ceetr 1,219 1,307 1,061 
3 Gold production available for CxPOrt .........sccssecceeseeeseenees 39 39 38 38 
4 Travel texpendituyr 6S: 6c caicatecaevarcqege career wenaten ont 76 186 55 33 
5 Interest and Gl VideNGS ha wives caters ean Beer eee 38 29 70 30 
6 Freight and SbIpplig tsccstkcosecoscumeness.torecsacs tender eee eeeea tes 102 98 103 92 
7 Inheritances and immigrants’ funds .............sscsccsneesseesrenesees 27 26 26 18 
11 All other current: receipts: .<.0). 1. ccacacck tieaseres teen ceric 91 87 101 93 
12 Total Current Receipes ........sesccisssctsteseorstiasensanienenee 1,650 1,684 1,700 1, 365 
B Current Payments 
1 Merchandise imports (Adjusted) ........cccce sees eeeseseesneesenenes 1, 361 1,202 1,349 1,220 
4 Travel: @Xp CnGitures dicle cys na coins ted tratene toe name eeaaeer 140 191 111 118 
5 Interest-and dividendss.t00...7 acca tens cheeetna Ace 136 151 199 141 
6 Freight and. shipping «cise. csdeengs se ee sere nas Le 124 95 
7 Inheritances and emigrants’ fUNdS .......c.ccerseeceseeessseneneonenen 36 39 Al 3yj 
9 Official ‘conttibutions..0 ..uccneeree ee eee 18 12 sl 9 
11 All other current: payments. (..:csseies eee emcee veo emt 176 169 166 172 
1 Total Current Payments ......0.ccccccccsecsceecesecssssesseteecerecseees 1,981 1,891 2,001 1,780 
Balance on Merchandise Trade ........c.ccccccsecssseesseeeeeseteeeeseees ~- 84 Sa ae! of - 42 - 154 
Balance on Other Transactions, excluding B 9 ................. = 229 - 212 - 248 - 252 
Offictal Conti butlans:< i iennsewhe quant ate oor oie 4: ee = ji - g 
(i Current Account Balance :icco0iicc ces dnessnscomner eaten csrevvodoetes scerumpe ~- 331 = 207 - 301 = Aim 
D Capital Account 
Direct Investment 
1 Direct investment in Canada .....ccccccccseesssesseseseteesneeeeeee + Of tL03 #130 + 5 
2 Direct investmentabroads.4. 4s. ca am ee cc ane - 23 _nc kG — a eh - 24 
Canadian Securities 
3a Trade in outstanding bonds and debentures 0.0... ane 2 - 7 > 2) + 3a 
3b Trade in outstanding common and preference stocks..... cat Lb cae 1°33 + 38 
4 NewriSs UGS con. t eecnetaie tins cna ih ae ae + 295 + 102 atid HS i + 186 
5 Retirements wind eietetes ceeeeee Ue aa ei eet - 50 - 27 - 51 - 
Foreign Securities 
6 Trade in outstanding issues Wan ian eee sawed: tees aa, — 
Z| NewiSsiies: <..2e. Matexsa ete a ot tm ae pete ae = 7 - 2 - 4 — 
8 Retirements cicccstee ck caetuer sere ee vtec cane netiaare ther ie lB ok aw kl) me + 
Loans by Government of Canada 
9 TUPA WANS ievescl cee ee ee re tree tune ae teeny nse eat - 8 - - 10 - 2 
10,11 Reape yiaett Sis eee ek cde eto He 17 ey ey sob - 
13 Subscriptions in gold and U.S. dollars to IBRD, IFC and | 
} 8 CU a ee RN et | arr oer wear Be Mhaonaermetio: cance Mesure eC ace - - - - 
14 Change in Canadian dollar holdings of foreigners.............. eA + 90 - 9 - R 
16 Change in official holdings of gold and foreign | 
exchange (inicressee MINUS) ..qaeec.sscweemete tin aiseeeas ~ 52 +32 Or + 49° 
17 Other-capttal movements. cccveacacsratccuetactenc sees + 19 = 137 + 109 + li 
E Net: Canlial: Movement .6c..geo can csucocusmrmaeare See ee + 331 * 207 + 301 + 115 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
Bi) ‘The Canadian Balance of International Payments’’. 


A 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance trans- 
B 11) actions, and business services. 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1959 are subject to revision. 


1960 Annual Totals Four Quarters 
. = ending 
LOT 1958 1959 June 30,1960 


A 
1,284 1,323 45894 4,887 5,153 5,343 1 
43 34 147 160 148 7 3 
eS, 95 363 349 393 409 4 
35 37 154 168 183 182 5 
99 110 4L5 401 122 127 6 
18 29 124 7] 109 104 7 
90 100 388 375 388 390 11 
b 1,608 1,728 6,515 6,437 6,79 7,002 12 
: 
540 861,367 1,411 1,327 1,502 5,438 5,066 5,533 5,607 4 1 
214 120 111 167 525 542 593 612 4 
mm 151 150 214 143 158 589 612 656 665 5 
4 130 145 142 aie) 135 B15 460 512 531 6 
m 39 42 42 38 Ld, 157 145 154 166 7 
- 21 22 19 10 9 40 53 71: 60 9 
| 176 180 179 185 184 656 690 706 728 17 
2,198 Pi20 . 2,127 1,923 2,199 7,970 7,568 8,225 8,369 12 
Bm 184 - 81 Pee) - 43 - 179 - 594 - 179 - 380 - 26 
mes) 0 2020Cl—s = 26 me O62 ee 289 ~ 821 -899 - 978 eos 
eel 8- 22 - 19 a iG arse 9 20 ee Sole ort e - 60 
33 = 3052s = 276 231 tic WIT Sead L554 2 pl ee On maces c 
D 
m162 + 72 +181 +185 + 160 + 514 +420 + 500 + 598 1 
eee cae, = 12 See Saks = ome ae 70 a 2 
m™15 + 33 + 2 + 20 + 16 ay A OE oie: F + 81 3a 
mss) «606+ 6U250C + (9 + 13 4+ 2 +137 + 88 +109 + 81 3b 
11) #210 tc 1o/ + 204 + 133 + 798 + 677 + 704 + TLL 4 
- 78 - 59 - 67 - 38 - 63 - 133 - 158 - 245 = ey 5 
—- - ££ - 8 Owe te Co?) Samir. ae Wik oe 6 
= 92 SE e, eRe, aD Soe ee ae LT - 13 - 7 
+ 2 + 2 oa 3 + 6 + 3 + 6 as if + 10 ssi 2 8 
g 2 oS = m ea SI ee = 9 
= 9 ~ se ee - ees +7356 + 62 + “BR eee, 2 10,41 
- gee 59 . < “s ees - 59 13 
myo + 22 =| dh oes oe k 0 - 35 +106 + 122 - 54 14 
e 43 my 3 + 967 Pla. + Se + 105 - 109 + FO + 157 16 
moe + 34 - 321 rae tga VA +126 +122 «+ 318 + 86 17 


a ee i 8 


me 433 *1,499 


_ NOTES: 
> A minus sign indicates an outflow of capital from Canada. 


D1,2 Exclusive of undistributed profits. 
: This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 


private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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In GeiSce a quarter there was a sharp contraction in the deficit from international transactions in goods and ser- 
vices he soot a andother countries. At $114 million this was less than one-quarter of the size in the previous quarter 
janid only JidetTe more than one-third of the deficit in the same quarter last year, and less than in any third quarter since 
955. SORE gh Se ae result was the unusual appearance of a surplus of $89 million on commodity account, together with 


in; contraction « “tke deficit from non-merchandise transactions to $203 million. 
ets 


Ny) ip, Stel a 

LP op In.the first three quarters of 1960 the current imbalance was $894 million compared with $1,153 million in the same 

enae toon This contraction in deficit was due to the rise of over $300 million in merchandise exports overseas. Mer- 
chandisé~im ts were slightly more and there was a further rise in the deficit from non-merchandise transactions to $764 
million which made up over 85 per cent of the total deficit in the three quarters. In comparison with 1958 the deficit on 

A merchandise account this year was about the same, although both exports and imports were substantially higher, but the deficit 


from non-merchandise transactions was 10 per cent higher. 
Contrasting high demands from overseas and reduced demands from the United States were an outstanding feature of the 
period. At the same time Canadian demands, as reflected in imports, were again less than in preceding quarters. And there 


appeared to be no longer the influence of accumulating inventories that had been a factor affecting imports in earlier periods. 


Export balance on merchandise trade in quarter 


Merchandise exports were higher than ever before in the third quarter due to strong demands from overseas countries 
and were only exceeded in the fourth quarter of 1959. At the same time imports in the third quarter were less than in the 
third quarter of either 1959, 1957, or 1956, although still above the level in 1958 or in this period prior to 1956. The 
level of exports to overseas countries in the third quarter was higher than in previous quarters having risen during the year 
and stood some 11 per cent above the previous record level in the fourth quarter of 1959. On the other hand exports to the 
United States in the third quarter were down by relatively more than this. The effect of these divergent trends was to pro- 
duce an export balance of $89 million in the third quarter which compares with an import balance of $81 million in the same 
period of 1959. 


This change further led to a contraction in the cumulative negative balance in the nine months to $130 million from 
$419 million last year. Exports in the three quarters were substantially higher while imports were up only slightly. 


The substantial rise in exports between the nine months of 1959 and 1960 from $3,703 million to $4,007 million was in 
response to strong demands originating in the United Kingdom, Western Europe, some other countries in the Sterling Area 
(notably Australia), and Japan. The rise in shipments to overseas countries was over 22 per cent in contrast to a total value 
to the United States which was slightly less than in 1959. Increases covered a wide range of commodities. These were chiefly 
industrial materials and the main exceptions were Canadian products from the farm and the sea. With an increase of over $60 
million, copper and products represented the largest gain in value among commodity groups; and gains of between $30 million 
and $40 million occurred in the shipments of each of the following: newsprint; nickel; aluminum and products; and plastics, 
synthetic rubber and other chemicals. Smaller but still sizable increases were recorded in the exports of synthetic fibre and 
products, lumber and timber, wood pulp, iron ore, pig iron and primary steel, rolling mill products, fabricated steel products 
including non-farm machinery, engines and boilers, cars and automobile parts, electrical apparatus, asbestos and products and 
crude petroleum. 


Reductions in exports of wheat and other grains exceeded $40 million between the first three quarters of 1959 and 
1960; and shipments of uranium and farm implements each declined between $20 million and $30 million. Exports of cattle, fish 


and fishery products were also lower. 


There was a small net increase in the imports for the nine months of 1960 to $4,137 million. This was about the 
magnitude of the total in the same period of 1956, but a little less than in 1957, and much more than in 1958. This level in 
1960 appears to have been a reflection of the hesitant state of business activity in Canada, including a lack of vigour in 
investment by business in inventories, plants and equipment. Changes in imports from the previous year were generally off- 
setting and of fairly moderate magnitudes distributed among a variety of commodities. On the basis of incomplete trade re- 
turns for the month of September, increased imports during the first nine months of 1960 were indicated in fruits and vege- 
tables, cotton and products, wool and products, bauxite and alumina, aircraft, engines and parts, automobiles, trucks and parts 
and non-farm machinery. Imports of farm implements were substantially lower in the period under review, while those of the 
following commodities and commodity groups were moderately lower; sugar, petroleum products, other iron and steel products 


and electrical equipment. 


Deficit from services and other non-merchandise items 


The deficit from services and other non-merchandise transactions for the nine months of 1960 was estimated at $764 
million, up $30 million over the deficit for the same months of 1959. This increment was more moderate than that of $41 mil- 
lion between the first three quarters of 1958 and 1959, $80 million and $169 million between the corresponding periods of the 
two preceding contiguous years. The non-merchandise deficit accounted for about 85 per cent of the current account imbalance 
in the period under review, slightly more than in 1958 (when the merchandise trade balance stood at about the same level), and 


for less than the two-thirds which it represented in 1959. 


7 Prepared in the Balance of Payments Section, International Trade Division. 
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The $30 million rise in the deficit from "invisible" transactions in the nine months was attributable to larger 
deficits in the income and government accounts, migrants' funds and business services, offset in part by lower deficits in the 
travel and freight accounts and miscellaneous income and a higher value of gold production available for export. Much the 
same pattern of trends as this was also evident in the third quarter, although more accentuated in that period for seasonal 
and special reasons. As a result the size of the deficit was reduced moderately in the third quarter from the level in that 


period last year. 


During the nine months' period the deficit arising from the income account remained the most important single source 
of the negative balance from all non-merchandise transactions. In the first nine months of 1960, the income account deficit 
of $350 million represented 46 per cent, slightly more than in the two preceding years, but a smaller share than in 1957. A 
small decline in receipts of interest and dividends together with a larger gain in payments accounted for the spread of $21 
million in the income account deficit. Higher interest receipts on official and funded debt were more than counterbalanced by 
lower dividend receipts from subsidiaries abroad of some Canadian manufacturers. Payments of interest, which were markedly 
higher in each of the three quarters of 1960, arising in particular from large issues in 1959 of provincial and municipal 
bonds in the United States, and larger dividends paid by public companies to non-residents, were in part offset by lower divi- 
dend remittances by subsidiaries in Canada to their non-resident parents. 


A reduction in official contributions, due mainly to the absence in 1960 of relief shipments of wheat to some Asian 
countries and also to reduced shipments under the Colombo Plan, was generally offset by higher payments on government account 
for military expenditures (including the NATO infrastructure programme) and also a non-recurring real estate transaction. An 
enlarged deficit from migrants' funds and inheritances accompanied fewer immigrants with lower per capita funds and an esti- 
mated larger flow of emigrants during the three quarters of 1960. In association with the expansion in total export and 
import trade between the nine months of 1959 and 1960, both receipts and payments for freight and shipping services showed 
increases: the former more than the latter, with the ensuing small cut in the deficit. Provisional estimates of travel 
receipts also indicate a larger gain than payments. A fall in the deficit in the miscellaneous income account took place 
owing to lower remittances of interest on non-resident holdings of treasury bills and other assets, combined with extra- 
ordinary receipts from financial settlements between associated companies in Canada and the United States. 


Transactions by areas 


The sharp improvement of $259 million in the current account balance in the nine months of 1960 is the result of a 
turn-around of $107 million in the balance with the United Kingdom from a negligible deficit to a surplus, a reduction of $163 
million in the deficit with Other Countries and a minor deterioration in the balance with the United States. Within the Other 
Countries group, the surplus with the Rest of the Sterling Area grew moderately, while the deficit with the other OEEC and 
with "other countries'' was each reduced between $70 million and $80 million. 


In transactions with the United States, exports dipped slightly from $2,311 million to $2,303 million, imports in- 
creased from $2,789 million to $2,804 million, and the balance on non-merchandise trade improved from a deficit of $462 million 
to $450 million between the nine months of 1959 and 1960. The minor decline in the exports total to the United States em- 
bodied changes of fairly sizable proportions in some individual commodities. Exports of copper and products advanced more 
than $28 million, and less substantial gains of over $10 million were recorded in each of the following groups: wood pulp and 
newsprint; iron ore and rolling mill products; engines, boilers and non-farm machinery; crude petroleum; and radio, telegraph 
and other electrical apparatus. Exports of farm implements, aluminum and products, nickel and products and uranium each fell 
more than $15 million. Shipments of cattle and lumber declined more moderately. 


A sharp drop of some $40 million to $50 million occurred in the imports of iron and products, including items such 
as tractors and parts, automobiles and parts, and a smaller decline in commodities within the group of non-metallic minerals 
and products. Imports of fibres, textiles and products, principally cotton, gained between $20 million and $30 million, and 
lesser increases were indicated in purchases of agricultural and chemical products. A decline in the deficit on travel account 
together with smaller reductions for freight and miscellaneous income was in part offset by increases in the deficit for mi- 
grants' funds, business services and a decline in the surplus on government account. 


| 
Summary of Current Transactions with the | 
United States, United Kingdom and Other Countries, 1959 and 1960 


and Change between the Periods 


(millions of dollars) 


All Countries United States United Kingdom Other Countries ' 

1959 1960 Change 1959 1960 Change 1959 1960 Change 1959 1960 Change | 
Third quarter 
Merchandise exports (adjusted) 1,286 1,400 +114 806 769 ="37 189 ~ 243 Fo 54 Paps 388 oy 
Merchandise imports (adjusted) Le T/ ies! - 56 884 855 - 29 156 ree eS S27 325 - 20 
Balance on merchandise trade - 81 + 89 ene Omani - 86 - foie S15) ca irs Sieh) - 36 + 63 + 9gmm| 
Balance on non-merchandise trade -224 -203 ee 21 OS - 76 4+ 29) (= 53 - 55 - A - 66 aaa 34 - 6 
Current account balance -305 -114 +4191 -183 -162 + 42) a=220 57: so Ee! -102 - 9 + 93081 


January to September 


Merchandise exports (adjusted) 3,703 4007) + 304° 2.31% 2,303 - 8 554 683 + 129 838 eyat + 183 
Merchandise imports (adjusted) 22 Lor e209) 2 OOn + 15° 7 438 445 + 7 895 888 = 
Balance on merchandise trade -419 -130 + 289° -478 -501 =) 238 S16 +238 +1122 - 57 +133 + 190 
Balance on non-merchandise trade -734 -764 - 30 -462 -450 +5 L2ee=1i8 -133 PINTS -154 -181 

Current account balance -1,153 -894 + 259 -940 -951 =) wlihe os 7 +105 + 107 -211 - 48 + 163 
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The marked improvement in the current account balance with the United Kingdom between the three quarters of 1959 and 
1960 was the outcome of a sharp gain of nearly $130 million in merchandise exports, a negligible rise in imports and a mode- 

rate increase in the deficit on non-merchandise transactions. A preponderant portion of the export gains was concentrated in 
the commodity groups: wood, wood products and paper ($40 million), iron and its products ($33 million) and non-ferrous metals 
and products ($49 million). Within these groups, advances of over $20 million each were noted in shipments of lumber, nickel 
iron and primary and semi-finished steel, and gains of between $10 million and $20 million in copper, wood pulp and news rint. 
Much more moderate declines in exports covered wheat, canned salmon and uranium. , ° 


A substantial rise of over $30 million occurred in imports of iron and products (principally automobiles) while 
Beerzte Sethe other commodity groups appeared to have fallen, but less than $10 million in each case. All the items among 
invisible" transactions with the United Kingdom, with the exception of the migrants' funds, contributed to the moderate rise 
in the deficit from this source. 


There was a decline of $163 million in the current account deficit with Other Countries in the nine months' period. 
Transactions with the Rest of the Sterling Area contributed $14 million towards this reduction through a slightly larger in- 
crease in merchandise exports than in imports together with a decline in the deficit on non-merchandise transactions. Exports 
of wood pulp and newsprint, automobiles and parts and aluminum were larger, while shipments of wheat were down substantially. 
Imports of fibres, non-ferrous and non-metallic minerals were higher; and as referred to above, official contributions to this 
area were considerably smaller, and except also for a decline of a fair size in dividend receipts, changes in other non-mer- 
chandise transactions were minor. 


In transactions with the other OEEC countries, merchandise exports grew $107 million during the first nine months of 
1960, as compared with only a marginal gain in imports, while a deterioration of $24 million took place in the deficit on non- 
merchandise trade. Non-ferrous metals including aluminum, nickel and copper, iron ore and some chemical products were promi - 
nent among increased exports, while many small and offsetting changes among the commodity groups resulted in a small net in- 
crease in imports. Except for minor reductions in the deficit on freight and miscellaneous income accounts, other transactions 
resulted in larger deficits, in particular on travel and government account, due in part to higher NATO military expenditures. 


The deficit balance on merchandise trade with "other countries" improved by $83 million with a $42 million increase 
in exports and a fall of $41 million in imports. Canadian exports to Japan grew by $28 million during the three quarters of 
1960 and exports advanced more moderately to Argentina, Mexico, Brazil, Czechoslovakia, Yugoslavia, and Communist China, while 
smaller shipments went to Venezuela, Cuba, Peru, and the U.S.S.R. Imports were lower from the Netherlands Antilles and from 

Latin American countries, including Mexico, El Salvador, Cuba and Venezuela, while imports from Iran, Japan and Ecuador were 
higher. Minor negative changes in the balance on "invisible" transactions with the "other countries" contributed to the 
development of a $11 million deficit from this group of items. 


Capital movements 


Two features stand out in the capital account. The first is the continuing inflow to Canada of capital for direct 
investment in foreign-controlled enterprises at a substantial level. The second is a sharp decline in capital imported through 
transactions in portfolio securities. Demands for capital by borrowers who have tended to make use of markets both in Canada 
and abroad were smaller than in recent quarters. Movements in interest and exchange differentials are not sufficiently clear 
to establish whether a disinclination to borrow in foreign currency also played a part in the change. 


Capital movements in such long-term forms as direct investment, portfolio security transactions, and long-term 
Government investment, led to a net capital inflow of $146 million in the third quarter. This was the lowest figure since the 
final quarter of 1955. It has already been noted that the current account deficit in the quarter was also the lowest since 
1955. The reduced inflow in long-term forms in the third quarter as presently recorded exceeds by 28 per cent the current 
account deficit. This is a wider margin that has been the case in all but one of the quarters during the past five years in 
which the inflows in long-term forms were greater than the deficit. Over the first nine months of 1960 these inflows have been 


equivalent to 85 per cent of the deficit. 


Geographically about three-fifths of the net capital import in long-term forms during the third quarter came from 
the United States, with much the larger part of the remainder coming from continental Europe. In the nine months of 1960 about 


four-fifths came from the United States. 


Net inflows of foreign capital for direct investment in foreign-controlled enterprises in Canada continued at a high 
level in the third quarter. The estimate of $165 million was somewhat higher than for the second quarter and more than twice 
the size for the corresponding quarter of 1959. In the three quarters of 1960 the net inflow has been slightly larger than for 
the whole of 1959. Statistically significant parts of the inflows in both the third quarter and in the nine months financed 
the acquisition of existing Canadian-owned enterprises and facilities, although they did not make up as large a part of the 


total as in 1959. 


About two-thirds of the net movement in the third quarter represented investment in petroleum, natural gas, and 


mining, while the balance went largely into manufacturing and finance. 


able that about two-thirds of the net inflow of foreign 


Geographically it would appear from the data presently avail 
with somewhat less than half the remainder coming 


direct investment capital in the third quarter was from the United States, 
from the United Kingdom and the rest from other countries in Western Europe. 


ad are estimated to have amounted to $25 million in the 


Transfers of Canadian capital for direct investment abro 
rters and includes larger transfers than usual to the United 


third quarter. This is a somewhat higher level than in recent qua 
States. 


tflow of $3 million in the third quarter of 


idce Transactions in Canadian portfolio securities led to a net capital ou 
ounts for the three preceding quarters. 


1959 in contrast to an inflow of $97 million in the second quarter and even larger am 
The result in the third quarter reflected repatriation of foreign-held Canadian securities through the repurchase by Canadians 


of $9 million of outstanding issues and the retirement by debtors of $22 million, against which must be placed sales to non- 
residents of new issues of Canadian securities for $28 million. 
n.of outstanding Canadian bonds and debentures compared 


f $9 million of outstanding Canadian stocks but this 
sues of Canadian securities sold to non- 


Contributing to the change were net repurchases of $18 millio 
with net sales of $16 million a quarter earlier. There were net sales oO 
amount was $15 million below the total for the second quarter. The proceeds of new is 


ae 


residents were $28 million in contrast with $124 million in the second quarter. There were substantial declines in sales to 
non-residents of new provincial, municipal and corporate issues. On the other hand retirements of foreign-held Canadian issues | 
were also smaller, amounting to $22 million in the third quarter compared with $67 million in the second. The absence of re- 
tirements of foreign-held Government of Canada issues and smaller retirements of provincial, municipal and corporate issues all 


contributed to the change. 


The small repurchase balance from Canadian security transactions in the third quarter followed a series of substan- 
tial sales balances or capital inflows, but it may be recalled that as recently as five years ago there were quarters in which 
net outflows occurred. At that time the interest rates in both Canada and the United States were lower, and the differentials 
on long-term Government securities in the two countries were much smaller, although those on long-term industrial bonds were 


somewhat higher. 


The change in these capital inflows in the third quarter may be associated in part with lower demands in the Canadian 
capital market which tend to be a seasonal characteristic of the quarter, In recent years Government of Canada direct and 
guaranteed borrowing has been largely from residents of Canada, while non-resident ownership has accounted for varying but 
substantial amounts of the net additions to outstanding provincial, municipal, corporate, and similar securities. In the third 
quarter of the year non-resident-owned holdings of the latter groups of securities fell by about $5 million while resident- 
owned holdings rose by about $268 million. Over the preceding year and a half non-resident-owned holdings of these securities 
rose on average about $139 million per quarter, while resident-owned holdings rose by about $253 million per quarter. In this 
period the net imports of capital from all transactions in all groups of Canadian portfolio securities averaged $159 million 
per quarter. In the third quarter of 1960 the differential in yields on representative long-term Canadian and United States 
Government bonds continued to exceed 1 per cent, and over the third quarter, as a whole, did not differ greatly from the 
second. However, it may be that the interest differentials on industrial bonds are more relevant to international security 
movements at the present time and these differentials have declined sharply since early this year. 


Transactions in foreign securities led to a net capital inflow of $10 million in contrast with an outflow of $4 
million in the second quarter. Net sales of outstanding United States stocks and bonds, and retirements of Canadian-owned 
foreign securities accounted for the largest part of the change. 


Turning to Government of Canada long-term investments abroad, no principal payments on loans to other governments 
fell due during the third quarter of 1960, but there was a further payment of $1 million in foreign exchange made on Canada's 
capital subscription to the International Bank for Reconstruction and Development. 


A sharp increase in Canadian dollar holdings of foreigners was recorded during the quarter. The capital inflow of 
$36 million followed three quarters in which capital outflows totalling $76 million occurred in the form of reductions in 
holdings of Canadian funds by non-residents. About two-thirds of the increased holdings were for account of residents of the 
United States. 


Contributing to the change were net increases of more than $25 million in non-resident holdings of Canadian treasury 
bills. There were gross sales during the quarter of nearly $110 million, but offsetting repurchases or maturities absorbed 
$85 million. Gross sales were of the order of $45 million in July, $35 million in August, and $30 million in September. In 
late Jume and early July the interest differential in favour of Canadian treasury bills over United States treasury bills, 
after provision for protection through forward foreign exchange contracts, was approaching 1 per cent. This differential 
disappeared during the quarter. Total non-resident holdings at the end of the quarter were about $75 million. 


Canada's official holdings of gold and foreign exchange increased during the quarter, following decreases in the 
three preceding quarters. This growth in Canadian assets abroad represents an export of Canadian capital, amounting in the \ 
third quarter to $40 million. Most of the movement reflected a net increase in Canada's holdings of gold and United States 
funds, as official holdings of other currencies are generally limited to working balances. In terms of United States dollars, 
official holdings of gold and United States funds increased from $1,773.9 million at the beginning of the quarter to $1,813.0 
million at the end. There were increases totalling $62.7 million in July and August, followed by a decrease of $23.6 million 
in September. 


All other capital movements were outward on balance in an amount of $28 million. There was a substantial inward 
balance in the previous quarter. As always there was a wide variety of transactions included in the category, which also re- | 
flects the balancing item representing the difference between the current account balance and capital movements for which quar- 
terly data have become available. The data suggest that there was a substantial rise in private holdings of foreign exchange, 
part of them in sterling, as mentioned in the next paragrapn. There were net inflows of long-term capital and there appear 
also to have been further increases in Canada's net international accounts payable. 


The other capital movements included an outflow tentatively placed at about $40 million covering increased holdings 
of sterling by Canadian residents. A substantial part of this is in the form of United Kingdom treasury bills. Throughout 
most of the quarter interest and forward exchange rate differentials combined to make attractive the movement of funds from 
Canada to London on an interest arbitrage basis. 


Exchange rate 


Following the relatively sharp changes in the second quarter, the exchange rate showed greater stability in the 
third quarter. The noon average price for the United States dollar in the Canadian exchange rate was 97.35 cents, only | 
slightly lower than the average of 97.49 cents in the second quarter. But the trading range of 1.69 cents between the high of 
98.31 cents in early July and the low of 96.62 cents in mid-August was less than half the variation of 3.44 cents recorded in | 
the second quarter. The closing quotation of 97.72 cents was 0.31 cents below the quotation at the end of the previous quarter. 
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“ ) | Summary of Capital Movements, 1959 and 1960 


(millions of dollars) 


1-959 19 6.0 T9529 1.9.6 0 
Third Fourth First Second Third First nine First nine 
Quarter Quarter Quarter Quarter Quarter months months 
Direct investment in Canada + 72 + 48l + 190" + 1550 es ee So + 510 
Direct investment abroad . 22 = 12 = 15 = 20 7 25 = 58 2 60 
Canadian securities: 
Trade in outstanding bonds dd Seccih eee be. oe Oe ek 1G - Loy sah SE +. Solis 
Trade in outstanding stocks $25 =e 19 eS Oe te OO) + 46 
New issues + 210°  SheetS7 + 208 Tae 28 2 Se Si + 356 
Retirements Sr te SO» hate 7 = Baar = "67 ek 22S TS = 132 
Foreign securities - Es en Te & + 100 = 26 +20 
Official loan repayments (net) «ot 25 Se eet 7 shots 8 4. 7 
Subscriptions in gold and U.S. dollars to IBRD and IMF - - 59 = os x ih - & il 
Canadian dollar holdings of foreigners ie whe E44 a 22 - 10°) «f Sg6Ul 4 s6 + 4 
Official holdings of gold and foreign 
exchange (increase, -) - St EP FETS ee gD - 40 + 3 pe oe 
Other capital movements fo. 94 SL os 5 ete Se ee oem eS be ese 


Net capital movement financing 


current account #2305 ot 2762 th 35 ch 46S eel PEE oS + 894 


QUARTERLY ESTIMATES OF THE CANADIAN | 


Note: Data for 1960 are preliminary and 
| 1958 1959 
tele IV I my 
! Current Receipts 
: 1 Merchandise exports (AGsUSted) oh sncers cient omeitaniascomee rac 1,219 1,307 1,061 1, 356 
3 Gold production available for Export ........:.cccecnteeneeeeeeneeee bie 38 38 40 
4 Travel expenditures >..0. 2 nea cparo oe eee 186 55 aa 85 
5 Interest ANG GLVAGOMGS. secre qacte seas psec se tee emer ee enema oe serecea 29 70 30 43 
6 Freight and Shipping ..........:.cccsssseereesceeceecreeesanaserersteeranteesees 98 103 92 i ct 
q Inheritances and immigrants’ fundS ..........:ccceccceseeeseeeeeeeeeeee 26 26 18 34 
11 All other current: receipts: :...n..eanecnne eemeeasent a eae 87 101 93 95 | 
12 Total Current Receipts: .....:.....00cccccceensqeeeh ig bestatadenecnnctereense 1,684 1,700 14365 1,765 
B Current Payments 
1 Merchandise imports (adjusted) ...c......ccccccsstsescseeeeseecneneeneees 3,202 1,349 13215 1,540 
4 Travel OxpGndituke S «ccc. cna oe eae 191 ad 118 1Al 
5 Interest and @videndee dv... fe eee ee ener 2 25 199 141 Lt 
6 Pre ehtva nd: SHLD OUN EC ence ccss crater eee ied: 124 95 130 
7 Inheritances and Emigrants! fundSiye.-.-..cerseererecseneconnnen susan 39 Al 3k 39 
9 Official contributions... 6 oe aes: con a eee IZ uns 2 21 
11 All other current payments: <5....ecicn dec ott hacteaeee a: 169 166 Bf gi 2 176 | 
12 Total Current Payments.......... BC en ee 1,891 2,001 1,780 2,198 
Balance on: Merchandise: Trad@.cer. ai. Mak .cnh posite dete aoe os kh ~ 4&2 - 154 ~ 184 | 
Balance on Other Transactions, excluding B 9 .................. - 212 - 248 - 252 - 228 
Official: Cantel butions. ....aijtes uses een eee ee pai ate Ht - 9 - 2il 
Cc Current Account Balance ........0....c0.ccccccccccssecesececesecessneteesetenenees - 207 - 301 - 415 - 433 
D Capital Account | 
Direct Investment / 
Direct Investment imcanada cere eee © 103 + 130 ssh 35 + 162 
2 Direct investmentsa bonds: osc races worse eet eeas 34 6 - il - 2h - lem 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................... = i ae Fae + 23 
3b Trade in outstanding common and preference stocks...... +s Tia Bo eS +. (a 
4 INCOTERMS oe atari tee eee pe ea ce See + 102 Or + 186 + 1119) 
5 PECIRAIRET NEE” tad se lerecrcl ear ce eee a ae ~ 27 - 51 cae Als - 738 
Foreign Securities 
6 Trade In Outstandinencsle se. cee ere ake b) 5 6 = 5 - LR 
7 NEW PSB GER. Seria i Aree Beiter 2a Sconce ate acaeN ee - 2 - 4 - 3 - «ami 
8 Retirements ©..5:, Boacan ecient eee eat erence a 2 = 2 = 3 Be y. | 
Loans by Government of Canada | 
9 Drawings: 20, 1c) yokes tert ae eee eee eee ee =~ - 10 = al - 
10,11 ROOM GDS cy «sete a ee ee eee ee sa satiate 1 = * 9 | 
13 Subscriptions in gold and U.S. dollars to IBRD, IFC and | 
bY eats AMO SE ak ee AY eal aA Saye Ot mee imi IR. ee ia A aaNet - = = <i | 
14 Change in Canadian dollar holdings of foreigners.............. + OO - 9 =) oie + AG 
16 Change in official holdings of gold and foreign 
exchange (increase Mls). .nk at peak scene sarees one i ig - 50 +) - 43 
17 Other capitalamoven ents .\..-0ush.a-ercoan tendon seo - 137 + 109 + 1S + 2028 
E Net Canital Movement cic ee eee v -207 ESOL, ae Se + 453 
NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
B1) ‘‘The Canadian Balance of International Payments’’. 


A 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance trans-~- 
B 11) actions, and business services. 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1959 are subject to revision, 


1959, 1.9 670 Annual Totals Four Quarters 
ending 


TTI Iv I 1s ir 1957 5 
(millions of dollars) 22 az aie aE = est 
1,286 1,450 1,284 1,323 1,400 4894, 4,887 55153 99457 ; 
33 31 d Saleansd gaia? nitaes Ue L6orie ies 157 : 
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NOTES: 
D A minus sign indicates an outflow of capital from Canada. 


‘D1,2 Exclusive of undistributed profits. 


17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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QUARTERLY ESTIMATES OF THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 
FOURTH QUARTER 1960, AND 
PRELIMINARY ESTIMATES FOR THE YEAR 1960 


There was a contraction in the imbalance in Canada's current transactions in goods and 
services with other countries in 1960 to $1,270 million from a revised estimate of $1,494 million in 
1959. At this level in 1960 the current account deficit was less than in any year in the past half 
decade except 1958. Capital inflows associated with this imbalance continued to increase the amount 
by which Canadian liabilities to other countries exceed Canadian assets abroad mainly through the 
increases in various types of non-resident investments in Canada. 


By the end of 1960 Canadian liabilities of all kinds to other countries estimated at $26.1 


? billion exceeded the total of Canadian assets abroad of $9.1 billion by $17 billion, which compares 

with net international liabilities of $15.5 billion at the end of 1959. The principal elements in the 
. liabilities are the foreign long-term investments in Canada with a value estimated at $22.3 billion in 
. 1960 compared with $20.8 billion in 1959. 


Inflows for direct investment in foreign controlled enterprises rose to new heights but there 
was a sharp contraction in inflows of portfolio capital. Inward movements in other short-term forms 
supplied a slightly higher proportion of the financing than in recent years. 


The most important single change in the current account in 1960 was the rise in the value 
| of Canadian exports. The increase in receipts from this source was entirely the result of general 
rises in Canadian exports to overseas countries which rose by 20 per cent in the face of a contraction 
in exports to the United States. At the same time imports of merchandise were slightly less both from 
the United States and overseas. 


While there was accordingly a sharp decline in the deficit from merchandise trade to $148 
million, there continued to be a large deficit of $1,122 million from non-merchandise transactions. 
The latter was at a higher level than ever but the rise of some 5 per cent from the previous year was 
more moderate than in earlier years. As has been the case over the years the continued growth in 
imbalance was dispersed over most items and in 1960 the deficit from each of the non-merchandise items 
(except gold and official contributions) was higher than ever before. One reason the increase was 
less pronounced than formerly lies in the unusually low level of dividend transfers by subsidiaries 
to parent companies in the final quarter of the year. 


The general economic background affecting the Canadian balance of payments for 1960 was one 
of divergent trends, overseas and in North America. These are exemplified by the strong demands for 
Canadian exports originating in the United Kingdom and other countries of Western Europe and elsewhere 
overseas on the one hand, and the more hesitant economic conditions in the United States and Canada. 
The effect of the divergent economic trends was, of course, to increase exports to overseas at a time 
when Canadian exports to the United States were tending to lag and when Canadian imports were no 
longer showing the tendency to grow so evident during the past decade. Affecting the level of imports 
more specifically have been such important influences as a reduced scale of business investment in 
Canada and some reductions in business inventories in part of the year. 


The rise of 5 per cent in the current deficit on non-merchandise transactions was less than 
in preceding years but the large deficit from non-merchandise transactions has been growing sub- 
stantially each earlier year since 1952, having more than tripled since then. The factors underlying 
this rise in payments to other countries on account of income and services seem to have been closely 
related to the general expansion in the Canadian economy during the past decade. This general 
economic growth was to a large extent made possible by foreign financing of investment activity which 
has led to a rapid rise in the Canadian balance of international indebtedness. The effects of the 

! latter have been to increase the levels of net transfers of interest and dividends on foreign invest- 
ments in Canada and to increase payments to parent companies for business services and other current 
charges. At the same time there have been increasing expenditures abroad by Canadians on services of 
various kinds and remittances which have been made possible by high levels of incomes in Canada and 
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also stimulated by the effects of recent migration and increasing personal mobility. These have been 
for such services as travel, transportation, and a great variety of business services, and there also 
have been larger remittances for personal and benevolent purposes. And the current outlays abroad by 
the Canadian Government on defence in the NATO countries and on economic aid and other contributions 


have been rising. 
Developments in the fourth quarter 


Following a fairly substantial dip in the current account deficit in the third quarter, the 
deficit again widened in the last quarter of 1960. The imbalance of $318 million represented one- 
quarter of the total for the year of $1,270 million, and this fourth quarter share compared with those 
of 19 1/2 per cent and 26 1/2 per cent for the corresponding period of 1959 and 1958. The deterio- 
ration of $23 million in the deficit from $295 million in the fourth quarter of 1959 to $318 million 
was attributable wholly to merchandise trade, with a larger drop in exports than in imports, as a 
slight reduction took place in the deficit on non-merchandise transactions. This slight improvement 
in the deficit on "invisibles" was the interaction between a sharp drop in the deficit on the income 
account (to which reference is made elsewhere in the text) and a higher value of gold production 
available for export, offset in part by expanding deficits in other non-merchandise accounts. 


Contraction in deficit on merchandise trade 1960 


There was a sharp contraction in the import balance on merchandise trade from $423 million 
in 1959 to $148 million in 1960 as exports to all countries rose 5 per cent in total while imports 


fell slightly. 


In 1960 the principal change in Canada's commodity trade was the sharp rise in exports to 
overseas markets at a time when exports to the United States were moderately lower and imports from 
both the United States and overseas slightly less than in 1959. This is in direct contrast to pre- 
ceding years when Canadian imports were the more flexible component fluctuating widely in response to 
changing pressures of Canadian demands, particularly in the case of imports from the United States, 
while exports, especially to overseas countries, showed relative stability in total over a period of 


years. 


The increasing strength in overseas demands for Canadian exports appeared in the latter part 
of 1959. Exports overseas continued at high levels throughout 1960 and were at even higher levels 
towards the end of the year than those prevailing at the beginning of the year. Exports to the United 
States in contrast started the year at a higher level but by the second quarter a downward trend was 
evident which continued during the remainder of the year. 


} 


The rise in exports overseas which amounted to 20 per cent occurred in trade to most princi- 


pal markets but was most pronounced to such major markets as the United Kingdom, the countries of the 
Common Market, Japan, and Australia which together made up most of the total increase. While the 
largest parts of the increases were in demand for major export staples of primary and semi-processed 
materials, there were also gains in some manufactured goods particularly to the United Kingdom where 
restrictions on many imports had been removed. As a result of this trend to overseas countries, the 
United States took 56 per cent of Canada's exports compared with almost 62 per cent in 1959. 


Some of the more substantial rises in exports to all countries occurred in such metals as 


aluminum, copper, nickel, zinc, primary steel and rolling mill products, and in asbestos and petroleum > 


Other leading exports like pulp and paper, lumber and chemicals also showed gains but some like iron 
ore remained close to the level of the previous year. Among impressive gains in manufactured goods 


were such exports as textiles and non-farm machinery. On the other hand agricultural products dropped 


including wheat, other grains and flour, and cattle and dairy products as did shipments of fish, farm 
implements and uranium. 


The relative stability of imports in 1960 is evident in most major groups of commodities and 
in sources. A small decline in total imports during the year was distributed among different sources 
including the United States, United Kingdom and Latin America. 


Increases in imports in 1960 were usually small and confined to relatively few items some of 
which were affected by special circumstances. Among the increases were such divergent, commodities as 
vegetables, cotton and textiles, iron ore, crude petroleum, automobiles and deliveries of aircraft. 
Reductions were more numerous and often relatively small, although drops in petroleum products, 
tractors and other agricultural implements were comparatively large. On the other hand imports of 
other kinds of machinery remained high, although some kinds of equipment were lower in the year. 
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With the export price index being only fractionally higher in 1960 than in 1959 and the 
average import price level about 1 1/2 per cent higher, the terms of Canada's trade with other coun- 
tries declined about 1 per cent in 1960, but remained more favourable than in 1957 or 1958. There was 
a tendency for the degree of rise in the export prices to narrow towards the year end, while that of 
import prices heightened as the year progressed. Over the whole year, the export prdicas of non- 
ferrous metals advanced about 3 1/2 per cent while those of wood products and paper declined more 
moderately. Average import prices of fibres and textiles appeared to have risen about 7 per cent 
while those of non-metallic minerals declined 2 per cent. 


Deficit from services and other non-merchandise items 


With an increase of $51 million, the deficit from non-merchandise transactions with other 
countries stood at the highest recorded level of $1,122 million. This absolute increase was consider- 
ably below those ranging between $91 million and $223 million which took place in the period from 1956 
to 1959. But at the same time owing to the sharp improvement in the imbalance on merchandise trade 
during the year, the non-merchandise trade deficit in 1960 represented over 88 per cent of the current 
account deficit. The deficit from "invisible" transactions accounted in 1956 and in each of the three 
ensuing years for 47, 59, 84 and 72 per cent of the current account deficit. All the items among non- 
merchandise transactions, excepting gold production available for export and official contributions, 
shared in the 1960 growth in the deficit from the "“invisibles". Larger deficits in the government 
account, freight and shipping services and migrants' funds and inheritances resulted in each case from 
a decline in receipts combined with an increase in payments. Higher increases in payments than in 
receipts from travel, business services and personal remittances and a larger reduction in receipts 
than in payments in the income account contributed to a continuing deterioration in the deficits on 
these accounts. 


Following a modest reduction in the receipts of interest and dividents from $183 million in 
1959 to $175 million in 1960 and in the payments from $657 million to $655 million, the deficit on the 
income account of $480 million in 1960 represented nearly 43 per cent of the deficit from all non- 
merchandise transactions. This proportion compared with that of 44 per cent in 1959, about 60 to 65 
per cent in the years 1953 to 1956 and over 80 per cent in 1952, when the income account deficit was 
at a much lower level of $268 million. Dividend receipts from subsidiaries abroad of certain large 
manufacturing companies in Canada were lower in 1960, as were the receipts of interest on official 
loans, but earnings of the Exchange Fund Account rose fairly substantially. A $28 million advance in 
interest payments was attributable mainly to sizable net sales of provincial, municipal and corporation 
bonds in the United States in 1959 and in the first half of 1960. On the other hand, there was a 
decline of $30 million in dividend payments, which was concentrated in the last quarter of the year. 
Remittances of dividends abroad by public companies were moderately higher throughout the year, but 
absences of or contractions in the amounts remitted by a number of large Canadian companies to their 
non-resident parents accounted for the fourth quarter drop in dividend payments. This development may 
probably be related to the reappraisal by corporate decision makers of both the incidence of budgetary 
changes and the altered exchange value of the Canadian dollar. Indications at the time of writing are 
that there may be relatively larger payments than usual in the following quarter. 


Gains of approximately 6 1/2 per cent in travel receipts from $391 million in 1959 to $417 
million in 1960 and in tourist payments from $598 million to $632 million raised the imbalance on this 
account slightly to $215 million, which accounted for 19 per cent of the deficit from all "invisibles". 
A minor decline from $420 million to $415 million in receipts from freight and shipping services to- 
gether with a marginal gain in payments raised the 1960 deficit to $111 million, representing 10 per 
cent of the deficit from all non-merchandise trade. Receipts of migrants' funds and inheritances 
declined on account of the number of immigrants in 1960 being at a lower level, with smaller per 
capita funds, than in 1959; but payments of migrants' funds and inheritances increased, accompanying 
a larger number of emigrants from Canada. Official contributions declined from $71 million to $58 
million, due mainly to the absence in 1960 of relief shipments of wheat to countries in South-East 
Asia which were fairly sizable in the two preceding years. In addition there were gifts of canned 
meat, whole milk powder and other food to other countries, and wheat flour was contributed in the 
fourth quarter of the year to the food bank plan under the NATO auspices. The deficit from other 
government transactions rose fairly substantially from a decline in receipts combined with a larger 
gain in payments. An indicated falling off in United States government expenditures in Canada on 
defence installations was a factor in lower receipts, while among the causes contributing to enlarged 
payments in 1960 were higher defence expenditures in the United States and Europe, including a sharp 
rise in payments under the NATO infrastructure programme, acquisition of real estate for official use, 
advance payment of the 1961 United Nations assessment and remittance of old age security payments 
abroad. A marginal increase in receipts and a larger gain in payments for business services contri- 
buted to a further small deterioration in the deficit, which in 1960 accounted for 15 per cent of the 
total imbalance from non-merchandise trade. Finally, an increase of $13 million to $161 million in 
the value of gold production available for export provided a partial offset to the expansion in the 


deficit. 


Transactions by areas 


In a bilateral distribution of the positive change of $224 million in the current account | 
balance between 1959 and 1960, the deterioration with the United States and the improvement with the 
United Kingdom were offsetting as each amounted to $136 million; thus the reduction in the deficit 
with Other Countries of $224 million equalled the improvement in Canada's current account deficit 
with all countries. About half of the change with Other Countries was a contraction in the current 
account deficit with the other Metropolitan OEEC countries. 


As a result, while the deficit with the United States widened to $1,377 million there was a 
reappearance of a current surplus with all overseas countries as a group of $107 million compared with 
the unusual current deficit of $253 million which emerged in 1959. The leading factor influencing d 
the above changes in current balances by countries was the sharp rise in merchandise exports to the _ 
United Kingdom and Other Countries and the contraction in merchandise exports to the United States. 
But the effect of rising exports overseas was partly offset by a gain in deficit from non-merchandise | 
transactions which was concentrated in the account with Other Countries along with some increase also. 
in the account with the United Kingdom. | 
) 

An improvement of $98 million, or 44 per cent of the $224 million decline in the current | 
account deficit with Other Countries, covered transactions with the other OEEC countries, about anothe 
19 per cent took place with the Rest of the Sterling Area and the remaining 37 per cent with “other 
countries". Even larger shares of the improvement in the visible balance were concentrated in the 
trade with the other OEEC countries and “other countries". But since the deficit on non-merchandise 
trade widened with these two areas, the current account balances did not improve as much. The result- 
ing current account balance in 1960 with other Metropolitan OEEC countries is estimated as a deficit 
of $12 million, the deficit of $230 million on non-merchandise transactions exceeding the surplus of : 
$218 million on merchandise trade by that amount. | 


In the trade with the United States, Canadian exports declined $150 million from $3,189 
million in 1959 to $3,039 million in 1960, while the total values of imports from the United States 
were practically unchanged at $3,727 million and $3,718 million in the two years. Prominent among 
reduced shipments were uranium exports which fell over $40 million, primary aluminum and nickel whose. 
exports each dropped over $25 million. Further, exports declined between $10 million and $20 million: 
in each of the following commodity groups: cattle, lumber, iron ore, farm implements and farm | 
machinery parts. Sales, on the other hand, to the United States of newsprint gained about $15 millior 
and those of crude petroleum about $20 million. With respect to imports from the United States (basec 
on incomplete returns for the full year 1960), raw cotton and iron ore-each increased about $25 millic 
while tractors and parts declined nearly $40 million and auto parts over $20 million. Following a 
slightly higher advance from $1,179 million to $1,213 million in other current receipts than in pay- | 
ments from $1,882 million to $1,911 million, the deficit on non-merchandise transactions with the 
United States improved slightly from $703 million to $698 million. This imbalance in 1960 representec 
51 per cent of the current account deficit, as compared with 57 per cent in the previous year. The _ 
references made before in the text to gold production, government account and migrants' funds apply _ 
in general to transactions with the United States. A considerably larger increase in the spending of 
American tourists in Canada than in expenditures by Canadian visitors there, together with a rise in | 
interest and dividend receipts and a decline in dividend transfers by subsidiaries to parent companies 
in the United States made large positive contributions in 1960 to the non-merchandise trade balance. | 
But on the other hand interest paid to bondholders in the United States rose substantially. | 

A sharp rise of $143 million, or over 18 per cent, occurred in exports to the United Kingdot 
from $781 million in 1959 to $924 million in 1960, as compared with more modest gains of $32 million 
and $15 million in 1958 and 1959. In contrast, after advances of $17 million and $81 million in these 
two years, imports from the United Kingdom declined $9 million in 1960 from $618 million to $609 mil-| 
lion (including some prepayments). Exports of lumber rose over $25 million, of newsprint and woodpul}. 
$16 million, of crude iron and semi-fabricated steel about $35 million, and of non-ferrous metals, | 
including primary aluminum, copper ingots, nickel and zinc $56 million. Smaller losses covered expor! 
of grain, canned salmon and uranium. During 1960, it appeared that imports of automobiles increased 
about $20 million and purchases of aircraft engines and parts gained more moderately. Declines in 
imports included some fibres and textiles, electrical apparatus and aircraft frames. Except for in- 
creases in the deficit amounting together to $18 million in the travel and freight and shipping 
services, the changes which occurred in other non-merchandise transactions with the United Kingdom 
were more minor and offsetting. In the travel account, the gain in payments was much larger than in 
receipts; and freight receipts declined, while payments for shipping services were slightly higher. 


More than one-half of the growth of $258 million in exports to Other Countries was attri- 
butable to the other Metropolitan OEEC countries, whose imports from Canada jumped $148 million, or 
33 per cent, from $449 million in 1959 to $597 million in 1960. At the same time Canadian imports 


Summary of Current Transactions with the 


United States, United Kingdom and Other Countries, 1959 and 1960 
———————— et countries , 4757 and 1960 


and Change between the Periods 
(millions of dollars) 


All Countries 


1959 1960 Change 
Fourth Quarter 
Merchandise exports (adjusted) 1,449 1393 = BYE 
Merchandise imports (adjusted) 13423 1,394 - 29 
Balance on merchandise trade er 26 - 1 2 227 
Other current receipts 398 396 - 2 
Other current payments TAQ 7/ys' - 6 
Balance on non-merchandise trade =) esa eee 17, 2 4 
Current account balance = 295 = 318 eS 
_ Calendar Year 
Merchandise exports (adjusted) 5,149 5,400 + 251 
_ Merchandise imports (adjusted) S572 5,548 ~ "124 
Balance on merchandise trade - 423 - 148 275 
Other current receipts 1,636 1,659 ees 
Other current payments 25/07 2,781 #74 
Balance on non-merchandise trade -1,071 adh l7Y, =n aL 
Current account balance -1,494 -1,270 + 224 


United Kingdom 


1959 1960 Change 
Fourth Quarter 
Merchandise exports (adjusted) 227 240 + 13 
Merchandise imports (adjusted) 164 143 at et 
Balance on merchandise trade + 63 + 97 + 34 
Other current receipts 66 67 * ‘1 
Other current payments 87 92 5 
Balance on non-merchandise trade — ed i eS »  & 
Current account balance + 42 er oye + 30 
Calendar Year 
Merchandise exports (adjusted) 781 924 + 143 
Merchandise imports (adjusted) 618 609 - 9 
Balance on merchandise trade + 163 #325 + 152 
Other current receipts 200 203 $Dad 
Other current payments 347 366 + 19 
Balance on non-merchandise trade - 147 - 163 - 16 


Current account balance + 16 + 152 
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from the other OEEC countries advanced $15 million, or 4 per cent. Enlarged exports covered non- : 
ferrous metals, wheat and some chemical products, while small increases in a large number of commodi- | 
ties more than offset a minor decline in imports of passenger cars. Most non-merchandise transactions _ 
shared in enhancing the "invisible" deficit by $35 million. A small loss in receipts and a much larger | 
gain in payments of interest and dividends and in the government account (the NATO infrastructure pro- | 
gramme and other defence expenditures) together with a larger rise in payments than in receipts on 
travel account represented the bulk of the deterioration in the deficit from non-merchandise trans- 


actions. 


The degree of amelioration in the deficit in transactions with the “other countries" was 
almost as favourable as that with the other OEEC countries, and the extent of improvement in the | 
current account balance with the Rest of the Sterling Area about one-half that with the "other coun- 
tries". The development in the latter group followed an increase of more than 10 per cent in exports, 

a smaller decline in imports and a modest rise in the deficit on non-merchandise trade. In trans- 
actions with the Rest of the Sterling Area, exports advanced nearly 20 per cent, adjusted imports less 
than 10 per cent and the deficit on the "invisibles" declined slightly. In 1960, exports grew $45 
million to Australia and over $10 million to New Zealand; and increased exports of lumber, newsprint, 
aluminum and automobile parts to the Rest of the Sterling Area were recorded, while shipments of wheat 
were down. Imports of bauxite and alumina appeared to be higher in 1960 and those of raw sugar lower. 
The small decline in the deficit on non-merchandise trade with this group of countries resulted from 
a fairly pronounced reduction in the official contributions of wheat, which in part was offset by lower 
dividend receipts. Among the “other countries" group, exports rose $38 million to Japan, $12 million 
to Argentina and $10 million to Mexico, while shipments to Venezuela were down $10 million. Imports 
were lower about $30 million in 1960 from Mexico, Venezuela and Netherlands Antilles taken together. 
Small increases in most items among the “invisibles" contributed to the modest rise in the deficit on 
non-merchandise transactions with the "other countries". 


Capital movements 


Canada continued to draw heavily on the physical and financial resources of the rest of the 
world in 1960. The deficit of $1,270 million in the current account of the Canadian balance of pay- | 
ments showed that far from being able to make any net resources in real terms available to other : 
countries, Canada absorbed resources from other countries, particularly the United States. The deficit 
arising from Canada's net purchases of goods and services abroad (including contributions by Canada) | 
added to Canada's net external indebtedness. 


Movements of capital for direct investment, portfolio stocks and bonds, and official loans 
and long-term investments, totalled about $875 million in 1960, adequate to finance about 69 per cent | 
of the current account deficit. In 1959 these movements totalled $1,088 million, equivalent to 73 per — 
cent of the deficit in that year. These proportions were smaller than in the earlier post-war years 
in which Canada incurred current account deficits, with the single exception of 1955, but over the post: 
war period as a whole inflows in long-term forms have been equivalent to all but three per cent of the 
net current account deficit. The correlation between current account deficits and capital inflows in 
long-term forms was less marked through 1960 than has been the case for many years past. For the first 
time in the ten years of current account deficit covered by official quarterly estimates, the pro- 
portion of capital inflows in long-term forms which occurred in the first half of the year was greater > 
than the proportion of the current account deficit incurred. About 76 per cent of the inflows in long-) 
term forms occurred in the first half when 64 per cent of the deficit was experienced. In the final 
quarter of the year these capital inflows were equivalent to only 17 per cent of the deficit; 6 per 
cent of the inflows occurred in this period, but 25 per cent of the deficit. 


Geographically, about 85 per cent of the net capital inflow in long-term forms during 1960 
came from the United States. This compared with 84 per cent in 1959. (Neither of these calculations 
takes into account as a capital movement with the United States Canada's subscription payments in gold 
or United States dollars to international financial agencies, which would have the effect of reducing 
to 78 per cent the figure for 1959). About 7 per cent of the movement in long-term forms in 1960 
originated with the United Kingdom compared with 9 per cent in 1959; direct investment inflows were 
higher but there were withdrawals of portfolio capital in contrast to inflows a year earlier. The 
share of other overseas countries was also smaller, falling to 8 per cent from 12 per cent. As in the 
pe of the United Kingdom direct investment inflows were higher but inflows of portfolio ‘capital fell 
sharply. 
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Capital inflows taking the form of increases in the outstanding net external long-term 
debt(1) of the various levels of government in Canada fell from $461 million in 1959 to $191 million 
in 1960. This group gave rise to the smallest capital inflow in five years, and their share of the 
total capital movement, 15 per cent, was as small as it has been in this period, falling from 31 per 
cent in 1959. Foreign direct and portfolio investment in Canadian concerns totalling $755 million in 
1960 was, on the other hand, moderately higher than in 1959 when it amounted to $713 million, although 
it did not of course regain the very high levels of well over one billion dollars established in 1956 
and 1957. The inflows represented 59 per cent of the net capital movement in 1960, compared with 48 
per cent in 1959. OQutflows for Canadian long-term investments abroad, excluding investments by govern- 
ments, totalled $94 million in 1960 compared with $113 million in the previous year, while the inflow 
reflected in all other external liabilities, net, fell slightly to $418 million in 1960 from $433 
million in 1959. Since the overall capital inflow was smaller, the share of the latter group of trans- 
actions rose to 33 per cent from 29 per cent. 


The net movement of foreign capital to Canada for direct investment in foreign-controlled 
enterprises during 1960 is estimated to have totalled $690 million. This is $140 million higher than 
in 1959 and slightly over $100 million above the largest figure recorded previously. Earlier reports 
in this series have outlined the difficulties in relating these movements to the financing of new 
capital formation in Canada. While an appreciable amount of the inflow in both 1959 and 1960 was 
directed to the acquisition of existing concerns and interests, present indications are that this was 
no larger in 1960 than in 1959. A few large transactions of this sort are important in the totals, but 
there are also many small concerns which have been acquired by non-residents and some significant tran- 
sfers in the opposite direction. During 1960 public announcement was made of plans for a number of 
mergers or other important corporate changes, some of which would give rise to non-resident control of 
concerns previously controlled by residents of Canada. Not all of these arrangements had been con- 
sumated at the year-end, nor would all of them involve international movements of capital. 


The largest part of the net inflow for direct investment, probably amounting to more than a 
third of the total, was directed to the petroleum and natural gas industry. This was a somewhat higher 
proportion than in 1959, and is of course much larger in absolute terms. Most of the funds were 
directed to exploration and development, and to production facilities. Some of the increase covered 
the acquisition of resident-owned enterprises. The financing of transportation and distribution 
systems for natural gas was not in relative terms an important factor. 


Direct investment to mining concerns showed an even greater growth, and accounted for nearly 
a third of the net movement. Iron ore projects and ancillary facilities made up the largest part. 


Manufacturing concerns were also important areas of direct investment capital in 1960, 
accounting for about one fifth of the total movement, about one third of it to manufacturers of pulp 
and paper and other wood products. Although the amount of inflow did not rise significantly over 1959, 
the proportion directed to the acquisition of existing interests was lower in the more recent year. 


Among other sectors attracting direct investment capital were financial institutions, and 
Non-residents acquired important holdings in insurance, investment and real estate companies. 


While investments in many hundreds of enterprises contribute to these totals, inflows for 
investment in a relatively few major enterprises account for a very large part. This tendency has been 
rising. The eight largest elements accounted for 42 per cent of net direct investment inflows in 1958, 
48 per cent in 1959, and 57 per cent in 1960. Most of the substantial increase in direct investment 
inflows in 1960 originated in the large transactions. 


The largest part of the movement occurred in the early part of the year. The inflow in the 
first quarter was $210 million and it declined successively over the subsequent quarters to $175 mil- 
lion, $175 million and $130 million. Transfers covering the acquisition of existing assets appear 
also to have been concentrated in the early part of the year, and they probably accounted for the 
decline from the extraordinary level of the first quarter to the second. Elimination of these trans- 
actions would also indicate a more gentle decline in the other inflows over the rest of the year. 


Geographically, the United States accounted for about 77 per cent of the direct investment 
inflows in both 1959 and 1960. In 1959 the United Kingdom supplied about 16 per cent and other over- 
seas countries about 7 per cent. In 1960 investors in other overseas countries may have increased 


(1) Increase in holdings by non-residents of Government of Canada, provincial and municipal bonds, 
less net repayments on intergovernmental loans and subscriptions in gold and foreign currencies 


to international financial agencies. 


their share very slightly. The net inflow rose over the year by about 25 per cent. Direct investment 
inflows from overseas countries other than the United Kingdom showed the greatest relative growth, 
rising by perhaps more than a third. Inflows from the United Kingdom rose by nearly a fifth, and those 
from the United States by about a quarter. 


Preliminary estimates of the movement of capital for direct investment abroad indicate a net 
outflow of $85 million in 1960, which is slightly above the figure of $80 million recorded for 1959. 
Movements to the United States, to the United Kingdom, and to other overseas countries all contributed 
in important amounts to the total. There were outflows for investment in a diverse group of manufactur- 
ing and service undertakings. 


From 1956 to 1959 portfolio security transactions were the largest medium of capital inflow 
for the settlement of Canada's deficit from transactions in goods and services. In 1960 inflows for 
direct investment in foreign-controlled enterprises in Canada re-asserted themselves as Canada's major 
source of foreign capital. 


Transactions in stocks and bonds between Canada and other countries in 1960 gave rise to a 
net capital inflow of $218 million. The total value of transactions leading to this balance was $2.5 
billion. The net inward movement in 1960 was much smaller than in the years from 1956 to 1959 when it 
ranged between $610 million and $763 million, but it was larger than in all but two of the ten preced- 
ing post-war years. The total value of transactions was also lower than in recent years, the average 
from 1956 to 1960 having been of the order of $2.9 billion. 


Most of the net movement in 1960 occurred in the first quarter when there were inflows of 
$206 million. In the two succeeding quarters the inflows fell to $91 million and $6 million respec- 
tively, and in the final quarter there was an outflow of $85 million. 


The proceeds of new issues of Canadian securities sold to non-residents amounted to $397 
million, but there were offsetting retirements of $225 million of foreign-held Canadian securities. 
Trade in outstanding Canadian securities resulted in a sales balance to non-residents of $55 million, 
bringing the net movement from transactions in Canadian securities to $227 million. In the opposite 
direction there was a net capital export of $9 million from all transactions by Canadians in foreign 
securities. 


Foreign savings made available to Canada through the acquisition of Canadian provincial, 
municipal and corporate securities in 1960 were equal to about 15 per cent of the net new supply of 
these securities. In 1959 non-resident acquisitions were equal to about 45 per cent of the total. The 
amount of net new issues by these borrowers was of the same order of magnitude in each year. Canadian 
investors therefore absorbed a much greater amount of the new offerings of these classes of securities 
than was the case in 1959. Relatively, Canadian capital supplied a greater proportion of this financ- 
ing than in any year since 1955, although the actual amount was smaller than in the first three years 
of this period. 


The overall movement of portfolio security capital in 1960 came on balance entirely from the 
United States. There were outflows to the United Kingdom sufficient to offset the inflows from all 
other overseas countries. In 1959 residents of the United States accounted for 76 per cent of the very 
much larger inflow, with residents of the United Kingdom supplying 5 per cent and other overseas coun- 
tries 19 per cent. 


The capital inflow of $55 million produced by trade in outstanding Canadian securities was 
made up of $48 million of common and preference stocks and $7 million of bonds and debentures reflect- 
ing net sales of $50 million of Government of Canada direct and guaranteed issues, and $4 million of 
municipal issues, offset by repurchases of $39 million of corporate issues and $8 million of provincial 
issues, The total of $201 million for 1959 was made up of $110 million of stocks and $91 million of 
bonds and debentures; net sales of outstanding Government of Canada direct and guaranteed issues were 
$68 million higher, accounting for the largest part of the difference in the two years. 


Canada received $397 million from the sale of new\issues of Canadian securities to non- 
residents in 1960. This figure was much below the totals for the four preceding years, but was exceed- 
ed only once earlier in the post-war period. The inflows were heavily concentrated in the first half 
of the year, particularly in the first quarter. There was a notable decline in the sale to non- 
residents of new provincial issues from $334 million in 1959 to $102 million in 1960, and a somewhat 
smaller decline in the sale to non-residents of new municipal issues, from $158 million to $122 million. 
Sales of new Government of Canada direct and guaranteed issues fell from $56 million to $31 million, 
and sales of new corporate bonds and stocks fell from $159 million to $142 million. 


This four page insert may be detached and kept with the 
1959 Annual Report. It is suggested that a reference to 
it be made against Tables XII, XIV, XV and XVI. 
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A Supplement to "THE CANADIAN BALANCE OF INTERNATIONAL PAYMENTS, 
1959, AND INTERNATIONAL INVESTMENT POSITION" 


Since "The Canadian Balance of International Payments, 1959, and International Investment Position" went 
to press, additional statistical material has become available which brings forward and extends the data 
covered in this report. The material is contained in statements on the following pages. 


Foreign Ownership and Control of Canadian Industry 


Estimates of the book value of total investment in selected Canadian industries have now been completed 
for the end of 1958, and permit the calculation of ratios of foreign ownership and control at that date. As 
in 1956 and 1957 more than half of the increases in the book values of the manufacturing industry, the 


petroleum and natural gas industry, and mining and smelting, were reflected in increased non-resident owner- 
ship and control. 


The ownership of Canadian manufacturing by residents fell during 1958 by one per cent to 49 per cent at 
the end of the year while the capital controlled by residents also fell one per cent to 43 per cent. 
Canadian ownership of the petroleum and natural gas industries remained relatively unchanged at 36 per cent, 
while control increased by one per cent to 25 per cent; Canadian ownership and control are much more 
important elements in natural gas distribution and marketing systems than in petroleum. Canadian ownership 
of the mining and smelting industry was unchanged at 44 per cent and control appears to have increased by 
one per cent to 40 per cent. Taking into account also railways, other utilities, merchandising, and 
construction, which are predominantly Canadian owned and controlled, nonresident ownership and control of 
the industries covered remained unchanged over the year at 34 per cent and 32 per cent respectively. 


Another statement appearing overleaf gives additional industrial detail at the end of 1958. It should 
be emphasized that these statistics are constructed from a wide variety of sources, and some individual 
changes may reflect statistical short—comings arising from various accounting and reporting practices. Since 
the data are based partly upon consolidated financial statements, the entire investment in Canada of a 
corporation and its subsidiaries mst normally be attributed to one activity. Thus, for example, the 
agricultural implements industry as show includes enterprises also engaged in the manufacture of other heavy 
equipment; the proportions of capital actually engaged in the manufacture of agricultural implements only 
could therefore be different from the proportions shown for the group of enterprises in their entirety. 


Distribution of Ownership of Net Canadian Long-Term Funded Debt. 1 (el 


The statement on 4 of this Supplement provides a detailed classification of the estimated cehnea 
tion of ownership of peeetan long-term funded debt by currency of payment at the end of 1954 and 1959 (net 
of sinking funds). Over the five year period, outstanding funded debt is estimated to have risen by 34 per 
cent to $32 billion. About 14 per cent of this overall total, and about 23 per cent of the funded debt other 
than Government of Canada direct issues, provide for payment solely or optionally in foreign currency. Non= 
resident ownership rose in the five year period by 52 per cent to $5.8 billion, accounting for 4 per cent of 
outstanding Government of Canada debt, 28 per cent of both provincial debt and municipal debt, 24 per cent 
of railway debt and 30 per cent of other corporate debt. This was 18 per cent of all funded debt or 29 per 
cent of all funded debt except Government of Canada direct issues. 


Foreign Ownership and Control of Canadian Industry 


TABLE XII TABLE XIV 
Non-Resident OWNERSHIP Non-Resident CONTROL 
7 as a percentage of as a percentage of 
selected Canadian selected Canadian 
Industry classification industries industries 
1957 1958 1957 1958 
Percentage of total owned or controlled by all non-residents: 
Manufacturing cceccccsccccccccccccscccccccccccscccccccscsseeees 50 Gal 56 57 
Petroleum and natural gas POSSESS OSEHSSTCEHO HOSS EHSHHOHOSOHSCETHHSOOEE 64 64 76 15 
Mining and smelting Soo eo essere es ees ssSSOSSSSSSSHSHSOSHOEH SHOES 56 56 61 60 
Railways eee eee Te SSSHHSHHSAHHTOHSHHEESEHEOHEHECHESHSHESHEHESSESHHEHHEEHEe 30 29 2 2 
Other Utilities cecceccccccccccsevveseseseseersseseseseseseseved 14 14 5 5 
Total of above industries and merchandising cccecccsceecce 34 34 32 32 
Percentage of total owned or controlled by United States residents: 
Manufacturing cocecccceccccccccsessessrscessssescccvcecessreces 39 40 43 AL 
Petroleum and natural gas eee eee ees eee ese eeeoeTeeooeeeeeeeeee 57 58 70 69 
Mining and smelting SCOOT CHORHESOHSHS SESE HSS SHOHOSEEESEHEETES OST ESEHO EOE 46 47 52 aa 
Railways COTS SOSOHHSHHOSHSHSOSHHEHHHHSHHHSHHHOHEHSHOHHSHEOHTHSHHAGEHHHATEES Hl 10 2 Zz 
Other utilities POC SOSH ESOS HSSSHECHESHESEHOSOHHOEHOSHHHSOSHOHOTEOHOHE EOE 11 t2 4 4 
Total of above industries and merchandising c.cccccccccees 26 26 27 26 
TABLE XV Ownership and Control of Selected Canadian Industries, End of 1958 
Esti- 
mated Investment owned in: 
Company classification Total Other 
Invest— Canada United United Coun- 
nent States Kingdom tries 
millions of dollars 
Manufacturing: 
Beverages e@eceoeoeveeeeoeoeeaeoesee eee eee eeeeaeeeeesceaeeaeeeeeeeeee eee 435 320 99 avA 2 
RUDDEL. | oie cleleie/slele sie iciele sievelelele/ereversioleieioleiale/eleleielvlolelelo/e/eveielelslielelorelete 184 26 145 5) = 
Textiles eeeoeeveeeeeeosceeeoseoeeoseeseeoe eee eeeaeeaeeeoeeeeee es eeee 605 470 1) 60 2 
Pulp and paper Ceooeeeeeeesce Zee SSP GHHeseoeeeeeeeHeesoeeeeeae?e 1,700 7199 760 129 12 
Agricultural machinery ..ccosccccccececssccccsscescccsscscce 201 130 71 ese eee 
Automobiles and parts <cccccccccccvcccevcscesecsecesevecscrs 382 83 2977 a 1 
Transportation equipment NeO.pel s<scle cles elesiesieis ale\eielsiclelele e/ciele 275 116 69 90 - 
Primary. tronveand (Sbeelscclsle cieiele!sieleleielelere etaleleialetele oletaieiefoleletclersie 615 463 90 57 2. 
Electrical apparatus e@eeeoeceecev eee eeoeoeoeeoeeoeeeeoeeeeeeveveeeeeeeeve 504 139 312 36 wy 
Chemicals @eeeveeeveoeeeeeoseeeeaeeecoeoeeosceseeeeeeeaeeeeeaeoeaseeesee 993 376 LLL 146 27 
Other e@eceeeeeeeneeeeaeeeteoeeesesceseaeeeeeeeeeoeeeeeeeseeeseeeeoes 5,100 2,437 2,078 428 161 
Sub-total eeeeceeoeeeceseoseeseeasneeeesceeeoereeseeeeeeseeeeoeeeeeeee 10,994 peo 45434 Fh, 227 
Petroleum and natural gee os. cavaucgecesione saciseecwceeeacagiecst? 145700 1,793 2,866 134 187 
Mining: 
Smelting and refining of non-ferrous native OFeS ....esceoes 880 SEC 359) 68 56 
Other mining @eeeveseeeaoeeoeoeeceeeceee eee eeaeeeeeaeaeeeseeneeaeeee ees 2,066 892 1,027 103 44 
Substotaltic ccc aremateo coseles cn nienion ce cleileeecins sieere sheceesiete poue 1,289 1, 386 alae 100 
Total of above industries eeeceoeoeceaea ee eee eeeeeeeeeee eee 18,920 8,441 8,686 1,279 514 


IMPORTANT NOTE: The footnotes and qualifications given in the annual report are applicable 
to all these data. Data for some earlier years will also be revised. 


TABLE XVI Estimated Book Value, Ownership and Control of Capital Employed in Selected Canadian Industries, End of 1958 


billions of dollars 


Total Capital Resident Owned Non-Resident 
Industry classification Employed Capital Owned Capital 
Manufacturing eeoewreseeeeseeeeeeresaeeeeeoeseseeeeeeeeeesese 11.0 5h 5.6 
Petroleum and natural gas e@eesteeeoeseeseeeeseeeseeeeeeeeeses 5.0 1.8 3.2 
Other mining and snelting eeoeeceeeeeeeeeeeeoeseseeceneeesese 2.9 4,3 By 
Railways @eeeeeeeeeeeeeee Geese eeeeeeseeeseseeeeseeeeeeeeeses AeD 325 Leh 
Other utilities @eeeeeeose eee seseeeeeetesseseeeeeeeeeeeeeeseee 8.2 7.0 peed 
Merchemdueine Sand CONStLUCCLON, caecic vecevcciecveseeeeeceac 8.5 Tet 0.8 
Total of above @coeceeceeoeeoaeoeeeeeeeeees es eseeoeveseseee 40.5 26.7 13.8 
Total Canadian Total Canadian 
United States and External and External 
ne Owned Investment in Investment in 
Industry classification Investments Companies Controlled Companies Con~ 
Outside Canada trolled in the 
United States 
Manufacturing eeeeeeeeeeseeoseoeeeeseeseeseeeeeeeeeeaoeeeeoes heh 6.3 4.8 
Petroleum and Naural GAS cise ciciciccie csc cccicticee 6-e0es'e veces 209 3.8 3-5 
Other mining and smelting ..ccccccccecscccsscccscsccsscce LA 1.8 1.5 
Railways e@eoeoeeceeeweecee eee eee eoeeeeeeeeeseeesceeeeeeeeeeeoseeese 0.5 0.1 0.1 
Other utilities eoeoeceseececeeoeveceeeeeceeeeeoeaeseeeeoeeeeeseseseeve 0.9 0.4 0.3 
Merchandising and construction .cccccscsccccccseccvccsece 0.5 0.7 0.5 
Total of above e@eeeevece oe eoeoeeaeeaoeeooeoeoeaeeoeeo eee eeeseeade 10.7 13.1 TOo7 
Total Canadian and external capital Percentage of capital employed owned in: Percentage of capital 
in companies controlled in: employed controlled in: 
Elsewhere Elsewhere 
Canada United outside Canada United United Other Canada United outside 
States Canada States Kingdom Countries States Canada 
millions of dollars 
375 55 5 74 23 3 = 86 Ae, af 
4 165 15 14 79 7 - 2 90 g 
483 56 78 12 10 - 80 n 9 
762 731 207 47 44 $ 3 45 43 12 
110 70 21 65 sb eve eo ~ « eee 
13 369 ~ 22 7 - - ee 
83 69 123 42 25 35 - 30 25 45 
462 51 102 75 15 9 1 vd i} 17 
105 328 7 28 62 7 3 21 65 = 
255 506 232 38 44 yb 3 26 Se oe 
2,078 2,390 632 48 Al 8 3 41 AT : 
4,730 4,821 1,443 49 40 9 2 43 44 3 
1,227 3,456 2a7 36 57 3 4 25 69 6 
65 os 
307 ets) = 45 41 8 6 35 
862 922 282 43 50 5 2 Al. 2 “a 
1,169 1,495 282 44 47 6 3 40 
7,126 9,772 2,022 44 46 fi 3 38 51 pa 


nm in the annual report are applicable 
lier years will also be revised. 


IMPORTANT NOTE: ‘The footnotes and qualifications give 
to all these data. Data for some ear 


Estimated Distribution of Ownership of Net Canadian Long-Term Funded Debt 
Classification by Currency of Payment, End of 1954 and 1959 


(Millions of dollars) 


I 


Distribution of Ownership 


Debtor and Currency Amounts United United Other 
Outstanding Canada States Kingdom Countries 
1954 1959 1954 1959 1954 1959 1954 1959 1954 1959 
overnment of Canada, direct and guaranteed 
excluding railways: 2 
Payable in Canadian dollars only’ ....... 12,640 13,554 12,284 13,068 265 291 22 29 69 166 
Payable in foreign currencies only ...... 392 185 97 59 242 92 49 aL 4 3 
Payable optionally in Canadian or foreign 
GUETERCLES ote eccteis wv avanicl a) eisreleiore treyars aceinas 9 - L - 8 - - - - - 
Sub=totall (fucianvele sss s\olererer-sopenciotere eres eleinia 13,041 13,739 12,382 135127 515 383 71 60 73 169 
Provincial, direct and guaranteed excluding 
railways: 
Payable in Canadian dollars only ........ 2,543 4,188 2,456 4,040 45 80 30 44 12 24 
Payable in foreign currencies only ...... 512 1,283 1 7 510 1,272 l - - 4 
Payable optionally in Canadian or foreign 
CULTERCLES Giejee wie s olereisie ote winre ori elon aiie\n/ elle lars! 388 171 22 10 359 157 vj 4 - - 
Subs Bota ciecccots i a14oites wraterevaiareney dele ye toyota 3,443 5,642 2,479 4,057 914 1,509 38 48 12 28 
Municipal: 
Payable in Canadian dollars only ........ 1,491 2,401 1,389 2,276 1 92 26 24 4 9 
Payable in foreign currencies only ...... 285 750 14 1 267 742 3 6 1 1 
Payable optionally in Canadian or foreign 
UET Ge TES 1 o.5 0. n0 aso sierra ater anys ornate aera 87 63 27 pia 54 38 6 3 - - 
SUb=SEO CEE earn onels altetercrcerlelatstasoteuteteeneineteiy 1,863 3,214 1,430 2,299 393 872 35 33 5 10 
Railways: 
Payable in Canadian dollars only ........ 895 1,576 850 S25 30 15 7 20 8 26 
Payable in foreign currencies only ...... 422 420 - 4 133 143 287 271 2 2 
Payable optionally in Canadian or foreign 
CUPTERC LSA ys os wien eaters Siero iene ec eecete terete 253 36 116 22 111 1 4 - 22 13 
SUD EOE AM warciamteren a aisttaetscsbatayethaceraliaraytsfare 1,570 2,032 966 1,541 274 159 298 291 32 4l 
Other corporations: 
Payable in Canadian dollars only ........ 39S. 5,837 PVG ES) 5,094 249 466 142 193 23 84 
Payable in foreign currencies only ...... 689 1,400 9 36 664 1,328 ll 13 3 23 
Payable optionally in Canadian or foreign 
CULE CHICLEB Ie chee a wml ecnin eis ere sialiets ee) es otieice) <list> 86 153 18 37 68 12 - 1 - 3 
Substotd ln Atenas Aner eee ety eter 3,968 7,390 2,806 5,167 9813) 1, 90663) 153 207 28 110 
Total bonds and debentures: 
Payable in Canadian dollars only ........ 20,762 27,556 19,758 25,993 661 944 227 310 116 309 
Payable in foreign currencies only ...... 2,300 4,038 121 107 1,816 Dy DhT SSL 321 12 33 
Payable optionally in Canadian or foreign 
CULHENCLEE shiclsian oclsers atot tas meets no ein 823 423 184 91 600 308 17 8 22 16 
TOA Tse steiteyas se) altalatiatate onayeieueie eintsne’s talon tniirers 23,885 32,017 20,063 26,191 3,077 4,829 595 639 150 358 
no ee ee Se ee EE ee ee ee ee eee 
1. Includes bonds held by United States Life Insurance Companies (aside from business in Canada): 1954 1959 
Government of Canada, direct and guaranteed excluding railwayS ....... cece cere cece center eee eee eee e sent eereereseses 144 ) 
Provincial direct ‘and ‘guaranteed-excluding. railways) Wi cates arc istereterenesala 6 sis: eyeliner vec vetiapaelera ols iain: «i alieiinw leltleliece\ eiloleila jaye tenn ialat sl oset stewianaye 267 ) 
jy (Chel Wok § off MRE Ra Ee SLATE AP a nT RNS. oe ercenNA een C TO Ob.O'0 Gan TORINO CANO iC e Hicience ae iat COs Oct he ora tices a 219) Not 
pao hn pe RICA CICA CMTE) CCICRCROICT CR EORCURNO CIOS ORION) OCLO CRORE CNCH To DOI IC OIG.) O ROCIO Gob ime.) CHL hE EE Oe OOM Oc ye 2 oe ) ) 
OERSE SOT POL MELO. fa 0:5) vice seis ein heya vedo caret qcascay Rial wyioe:aysmtes antes aces flea) mite mIcaTmVAd al ance ay osm Celso oneSiet ay wt ene fetel ete alee Uy ica CN setae het stiteartat et atte ta eel eae eae ) 687 ) available 
) 
TOTALS) sicilstadBiei ra testa costieic fale can ev etloses eswdav alin) dueth, Jo rayseaitetav nets awa ePio ai tase seyapa ser abotor ole lapis anova esol ovoiweelen s Vale tOMc hte Rehr air DeNc 02a tener TMCS tater tele tet ae LEE Sy 
a. sRxcludes. treasury BLE Te amd) motes ea sas ytices coi sere alasu tact Su oveterormle ctares meus eueueeciayedshecayavatayeaber apstersseraisceh atecehc tence ret een cata tereter hat tare 1,530 2,077 
3. Includes Corporate bonds held by United States parent companies and affiliates: 
Pavable in: Canadian dollars ‘omly iiieniis cle cis alive b-nia'e sce) ont lols cfe oreisigiete sie elatalbie Sie, erties bile fa alate ie meer vinrieleielieel ol aileheal wuetelinc a shrine sas ial eT minis ii 28 
Payable in, foreign currencies Momiliy: icc: scolereie olne eile aeese Civiere! vial isesoleteh ole e\'cl Sy ebsWavin eel eye7) = ete: fe) eleey cteNea sale teyclinyarekadekey teria evel cee tatee Tats 142 130 
Payable optionally in Canadlanor foralgn. CUTFEMCLES: 610 0o.6:0i0is. ove, ¥ieieieis x 6)vivle siete wieiere alles lejsie, miei ewidiee win bra simimi niet steel ante Mtanedern sys 39 35 
TOTAL 188 193 


Retirements of foreign-held Canadian securities totalled $225 million in 1960. This figure 
was smaller than in 1959 when larger amounts of foreign-held Government of Canada issues were paid off. 
Retirements of other issues were, however, larger than in 1959, as might be expected with Canada's 
rising amount of foreign-held debt. Retirements required by the operation of sinking funds are often 
satisfied through the surrender of bonds acquired in the market and consequently some of the repur- 
chases of outstanding issues in effect also represent debt requirement. 


' Canadians in 1960 purchased $8 million of outstanding foreign securities and $20 million of 
new foreign securities including issues of borrowers in the United States, Israel, and other countries. 
Retirements of Canadian-held foreign securities in the same period totalled $19 million including 


investments in the United States, Latin America, other countries, and international financial organi- 
zations. 


A more extended review of international security movements in 1960 will be found in the 
December issue of "Sales and Purchases of Securities between Canada and Other Countries". (DBS Cata- 
logue No. 67-002). 


All the aid extended in 1960 by Canada directly to overseas governments took the form of 
official contributions, and there were consequently no increases in outstanding loans. Repayments of 
principal on earlier intergovernmental loans totalled $32 million, including amounts from the United 
Kingdom, Belgium, France, and the Netherlands. The total was about $2 million lower than in 1959 when 
the final payment was received on the loan to Norway. In addition to the principal repayments, there 
were receipts of $32 million on account of interest in 1960; this is a part of the item in the current 
account covering Canada's receipts from interest and dividends. 


During 1960 Canada's additional subscription to the capital stock of the International Bank 
for Reconstruction and Development involved a net payment of about $3 million. About $1 million of 
this was paid in United States funds, and the balance accomplished through adjustment of the Bank's 
holdings of Canadian dollars. (The subscription and adjustments in Canadian funds, together with the 
Bank's holdings of Canadian funds, are included in the item "other capital movements"). In addition 
to the capital subscription to the IBRD, Canada's initial participation in the recently established 
International Development Association involved an outlay in the fourth quarter of between $8 million 
and $9 million. Nearly $2 million of this was paid in United States funds, and the balance in Canadian 
funds. The latter part of the subscription and the Canadian dollar holdings arising from it are, as 
in the case of the other international financial agencies, included as "other capital movements". The 
International Development Association is to provide assistance to less-developed areas of the world 
covered by the membership. Further subscriptions are to be made over a four year period. 


A sharp rise occurred in Canadian dollar holdings of foreigners in the last half of 1960, 
when an increase of $75 million in the fourth quarter followed one of $45 million in the third. There 
were minor reductions during the first half, and the capital inflow for the year as a whole was $115 
million. This movement was the largest since 1950 and 1951. Increased holdings by residents of the 
United States and of overseas countries other than the United Kingdom accounted for most of it; the 
rise in the latter group of balances may bear some relationship to political and economic disturbances 
in some parts of the world. Canadian dollar holdings of foreigners have risen in each of the past 
three years and now total over $600 million. These movements and balances are apart from the holdings 
of international financial agencies which are included elsewhere in the capital account. 


Transactions by non-residents in Canadian treasury bills were one important factor increas- 
ing Canadian dollar holdings of foreigners. Over the course of 1960 non-residents purchased about 
$380 million of Canadian treasury bills; this was somewhat above the total of $369 million for the 
previous year when, moreover, non-residents had acquired some bills under an exchange offer. As most 
of the bills acquired by non-residents naturally matured or were repurchased by Canadians in the same 
year, the net holdings by non-residents rose by $56 million in 1960 as against $14 million in the 
previous year. Total non-resident-owned holdings at the end of the year were $120 million. More than 
three-quarters were holdings of residents of the United States who held $93 million. In contrast, at 
the end of 1959 residents of the United States held only $22 million out of $64 million total foreign 
holdings. (The December, 1960 issue of the monthly publication "Sales and Purchases of Securities 
Between Canada and Other Countries" contains a more extended description of these movements together 


with comment on the factor of interest arbitrage.) 


Canada's official holdings of gold and foreign exchange were reduced during 1960. This 
reduction in Canadian assets abroad represents an import of capital amounting to $39 million, and it 
followed a similar import of $70 million in 1959 (mainly offset by Canada's gold subscription in that 
year to the International Monetary Fund). In 1958 Canada's official holdings of gold and det 
exchange were increased by an outflow of $109 million. The capital inflow in 1960 occurred in the 


mee 0) ee 


first half of the year, and was partly offset by outflows in the latter half. Virtually all of the 
movement reflected a net reduction of Canada's holdings of gold and United States dollars, as official 
holdings of other currencies are generally limited to working balances. 


In terms of United States dollars, official holdings of gold and United States funds fell 
from $1,869.2 million at the end of 1959 to $1,829.2 million at the end of 1960. The month-end figures 
through 1960 did not again reach the level at the beginning of the year. The closing total was, how- | 
ever, well above the month-end low point of $1,740.3 million recorded for May. 


Other capital movements were inwards on balance over the year, amounting to $264 million. 
Although this was considerably smaller than in 1959 when it totalled $350 million, it nevertheless is 
substantial in relation to most earlier years. The broad outline of the movements in 1960 is already 
clear and emphasizes the wide variety of elements included; 


(millions of dollars) 


Net inflows of capital in miscellaneous long-term forms 23 


Net borrowings abroad by instalment finance and small loan 
companies 43 


Subscriptions by Canada in Canadian funds to international 
financial agencies (-) -9 


Net increase in short-term Canadian dollar holdings of 
international financial agencies 4 


Net decrease in Canadian private and banking holdings of 
foreign currencies 78 


Increase in net accounts and loans payable by Canadians 
(including balancing item representing difference between 


current account balance and recorded capital movements) 125 
Total 264 
(preliminary) 


On a quarterly basis these items gave rise to capital outflow of $81 million in the first 
quarter, an inflow of $158 million in the second, an outflow of $17 million in the third, and an inflow 
of $204 million in the final quarter. It may be of interest to note that there have been inflows from 
these transactions in the second quarter and outflows in the third in seven of the last eight years. 
While seasonal factors are clearly in evidence, the individual components are not yet generally obtain- 
able on a quarterly basis with sufficient precision to facilitate research on their behaviour. 


The inflow in these items in the fourth quarter was nearly as large as any on record, and in 
view of the behaviour of the exchange rate at this time more than usual interest attaches to the 
elements. Private and banking holdings of foreign currency were reduced by more than $200 million, of | 
which perhaps a fifth represented the return of Canadian funds placed in London earlier in the year. | 
Canadian instalment finance and small loan companies added more than $40 million to their outstanding 
foreign indebtedness. Against these inflows there appear to have been net repayments of accounts and 
loans payable of the order of $50 million. 


There are of course always a variety of influences which may have contributed to "other 
capital movements". Among those which may have had some relevance in the fourth quarter were changing 
short-term interest differentials, making the employment of money in Canada significantly more attra- 
ctive than in the United States, both before and after provision for forward exchange protection. The 
corresponding differentials between Canada and the United Kingdom also changed, reducing the attraction 
for Canadians of the London money market. New bank instruments came into use in Canada competing for 
funds with other types of medium term borrowers. A heavy volume of Canadian borrowing in the form of 
sales to non-residents of commercial paper also began to appear. Some Canadian banking interests 
abroad were disposed of. The introduction of Canadian budgetary measures atfected withholding taxes 
on income paid to non-residents and some other aspects of international investment, and there were 
some similar effects arising from the operation of reciprocal tax agreements; there was only a brief 
period before the end of the year for appraisal by those affected of the incidence of these changes. 
To these possible factors there may be added effects of the constantly changing pattern of Canada's 
trade and its financing. In the quarter, too, there was a sharp change in the external value of the 


ae 


Summary of Capital Movements, 1957 to 1960 


Direct investment in Canada 
Direct investment abroad 
Canadian securities: 
Trade in outstanding bonds 
Trade in outstanding stocks 


New issues 
Retirements 


Foreign securities 
Loans by Government of Canada: 
Drawings 


Repayments 


Subscriptions in gold and U.S. dollars 
to international financial agencies 


Canadian dollars holdings of foreigners 


Official holdings of gold and foreign 
exchange (increase, -) 


Other capital movements 


Net capital movement financing current 
account deficit 


(millions of dollars) 


+ +1 
— 
Ww 
~s 


*. 2105 


#1,455 


1958 
+ 420 
- 48 
+ 88 
+ 677 
Sess 
+ 3) 
= 34 

64 
+ 106 
=) Vay) 
+ 122 
+1,131 


1959 


* 550 


z 80 


91 
110 
707 
- 258 


+++ 


+1,494 


1960 
+ 690 
- 85 
+ 7 
+ 48 
+ 397 
EP 225 
- 9 
+ BZ 
- 3 
+ 115 
+ 39 
+ 264 
+1,270 


Change in 
movement 1960 
from 1959 


+140 


teas 


Canadian dollar which, reflecting the incidence of some transactions and expectations on the one hand, 
may have contributed to other shifts. 


Exchange rate 


The Canadian dollar continued to be a "strong" currency in the world's exchange markets 
during 1960, although there was at the end of the year some moderation from the very high levels of 
recent years. The exchange value of the United States dollar in Canada was 95.22 cents at the end of 
1959. A tendency to rise was in evidence before the end of March, and this movement continued, with a 
pause in the latter part of April, until May 25 when the price reached 99.00 cents. By mid-year this 
rate was down to 98.03 cents and the trend continued until mid-August when it had declined to 96.62 
cents. With the exception of this period centered about the May peak, rates were relatively stable 
until the last ten days of December. The price of the United States dollar in Canada then rose sharply 
by more than 1 1/2 cents to close the year at 99.66 cents. Factors contributing to this change pro- 
bably included both uncertainty related to the introduction of the Budget and year-end transfers. 


The highest rate recorded during the year was 99.81 cents on December 28, which was 0.25 
cents below the high for 1955, and the lowest was 94.94 cents recorded early in March. The trading 
range for the year as a whole was 4.87 cents which was somewhat larger than in recent years. From 
1956 to 1959 the annual trading ranges were 4.31 cents, 4.40 cents, 3.41 cents, and 3.63 cents. During 
the successive quarters of 1960 the corresponding trading ranges were 0.87 cents, 3.44 cents, 1.69 
cents, and 2.59 cents. 


The noon average price of the United States dollar in Canada was 96.97 cents in 1960, com- 
pared with 95.90 cents in 1959 and 97.06 cents in 1958. The successive quarterly averages in 1960 
were 95.18 cents, 97.49 cents, 97.33 cents, and 97.92 cents. 


Canada's International Investment Position 


Canada's international investment position at the end of 1960 and various earlier years is 
set out in the accompanying statement of the "Canadian Balance of International Indebtedness" which 
includes the various types of Canada's external assets and of foreign-owned assets in Canada. As the 
statement shows, in addition to contractual borrowings it covers all other types of international 
investment and liabilities. 


Foreign long-term investment in Canada is tentatively estimated to have totalled $22.3 
billion at the end of 1960, up from $20.8 billion at the earlier year-end and $7.1 billion at the 
beginning of the post-war period. Direct investments in foreign-controlled enterprises amounting to 
$12.8 billion make up more than half the total, and have been growing more rapidly over the period 
than portfolio investments. Other liabilities to non-residents bring Canada's total external liabili- 
ties to $26.1 billion. Canadian long-term investments abroad totalled about $5.8 billion at the end 
of 1960 (about $1.5 billion of them are directly offset by items included among other liabilities to 
cover the equity in them of non-residents, or short-term Canadian dollar liabilities arising from 
Canada's subscriptions to international financial agencies). They include $3.8 billion of private 
direct and portfolio investment abroad, and $2.0 billion of Government of Canada loans and investments. 
To their total must be added other short-term assets abroad including Canada's official holdings of 
gold and foreign exchange, private and banking holdings of foreign funds, and accounts receivable, 
bringing gross assets to $9.1 billion. 


Canada's net international indebtedness at the end of 1960 is accordingly estimated to have 
been $17.0 billion, compared with $15.5 billion a year earlier and $3.8 billion eleven years ago. 
Contributing to the increase of $1.5 billion in 1960 was the financing of Canada's net current account 
deficit of $1.3 billion as well as the net balance of earnings accruing but not paid on foreign invest- 
ments in Canada less those on Canadian investments abroad. Canada's external assets also rose in 1960 
because of the higher exchange value of foreign currencies in terms of Canadian funds. 


More detailed statistics of Canada's international investment position will be found in 
annual reports on "The Canadian Balance of Payments and International Investment Position" (DBS 
Catalogue No. 67-201). 
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The Canadian Balance of International Indebtedness 
(billions of dollars) 


1945 1949 1955 1956 1957 1958 1959P 1960P 


Canadian Liabilities 


DiLreCteaNVes Mens) 42446566 543.5800 6656 0s Oe | 330 7 8.9 10.1 10.9 11.8 12.8 
Government and municipal bonds ............ Le7 1.8 La9 2nd 233 2.6 phy h 303 
Other portfolio imvestmentsS .....2.062.050> 2.4 2.3 She h 335 3.9 4.1 4.4 4.6 
Income accumulating investment funds ...... - - 052 OFZ 0.3 0.3 0.3 OS 
Miscellaneous investments ................. 053 0.3 0.6 0.8 0.9 Lal ies 123 

Foreign long-term investments in Canada . re 8.0 13.5 15,6) tetess 19.010 20.8 22.3 
Equity of non-residents in Canadian 

MESGCS OOLTOMG Fears assis eae is eerisreceses 052 0.3 0.7 0.8 0.8 0.9 Fes ded 
Canadian dollar holdings of non-residents . 0.3 0.4 0.4 0.4 0.4 0.5 O29 0.6 
Canadian short-term assets of international 

EGGMNGCAMITURENCLES 2.0268 s ste esa a PNG es - 0.3 0.2 OF2 0.2 On2 0.4 0.4 
Short-term commercial payables ............ 0.4 0.4 0.5 0.7 1.0 in 1.6 7 

GEORG LIMOS EAUPES 6c shkinas ies ese ee v's 8.0 9 3 13,3 17.7 1959) | 2198 ocr 2a4 26.1 

Canadian Assets 

DIEGCCANVESLMCNES. oo. ska cee ab 6 oases 0.7 0.9 1.8 1.9 2.4 2.2 nie 2.6 
POECEOLI0 SGRVESEMENES cia sce e thse st esasie 0.6 0.6 1.0 1.0 iyi i | 1.4 ise 
Government of Canada loans and advances Or 2.0 T6 1.6 1.5 Ly 145 1.4 
Government of Canada subscriptions to 

international financial agencies ........ - 0.4 0.4 0.4 0.4 0.4 0.6 0.6 

Canadian long-term investments abroad ... 2.0 4.0 4.7 4.8 3.0 re aso 5.8 
Government of Canada holdings of gold and 

Foreign Exchange .......ccssesscvesscvees 1.7 1.2 1.9 1.9 1.8 1.9 1.8 1.8 
Bank balances and other short-term funds 

BORE Ae cing 4 Faw bs Kt oe ES F088 6 5.9.8 ses Ovi 0.1 0.3 0.6 0.9 1.0 1.0 1.0 
Short-term commercial receivables ......... 0.1 0.2 0.3 0.4 0.4 0.5 0.5 0.4 

EGO BOCCER Gh ob ine W Eee veh ewe Te ETO 4.0 a3 7.4 re | 8.1 8.4 8.8 ae | 

Canadian Net International Indebtedness 

MCE UNSOD LILI CIES. cc. vest ere see Hess eta Kee es ws 4.0 3.8 5° 10.0, 11.8. "33.0 1505 17.0 


Note: As figures are rounded, totals do not necessarily equal the sum of their component parts. 


P Preliminary 


QUARTERLY ESTIMATES OF THE CANADIAN 


Note: Data for 1960 are preliminary and 


1958 Log 
IV rE Le TTT 
A Current Receipts 
1 Merchandise exports (Adjusted) o....ccccccececcssseseseseseesseseeeseeens 55307 1,060 Pe354 1,286 
3 Gold production available for EXPOFt ..........ccceeeeeeeetereeeeees 38 ST yal 33 
4 Travel expenditares <i..c. mms tnies--sacemtehvendn eo none ee Se 32 85 213 
5 Interest and dividends .. 24 25...u:.524.. OB. nercepanh eye cece 70 30 43 40 
6 Fréight and shipping y:..ceSikis.vc Sige eee kets 103 93 432 105 
gi Inheritances and immigrants’ funds ............cccscceceeseeteeeens 26 18 34 33 
11 Allvother current receipts = 62.2 o-..esec ste gerescceet ec seteone eee Aen 92 Oo 103 
12 Total Current Receipts .........cccccccccccccceescseceesessesecessessenees 1,700 1, 362 1,763 25or3 
B Current Payments 
1 Merchandise imports (adjusted) ..........ccccccsesseeseeeseeeeesnen 1,349 1,218 i orgs 58 1, 380 
4 Travel OXPENndeures ss. o.2iccnscesteh: a cceesvaeeterytts 5 Meee ease eae 111 417 U4 216 
5 Interest ands dl Vidends. »:..28. esau sas cee anes ree 199 141 152 150 
6 Freight and shipping. 2c). seiecetisGiieasse teat mesa vs eee artes 124 99 133 149 
7 Inheritances and emigrants’ funds ..........scc---s.s-cossesssoneosnseene AL 31 39 47 
9 Officialicontributions eect ccc eee eee eee eee eee Wok 9 PAL PPP} 
wl Alt other -current:paymentsi.ci.s.0.o.c.cieeete ce ee 166 169 174 175 
12 Total Current Payments .................:ccccceecceesseeseeeneeeeenens 2,001 1,784 Aseuey 2,139 
Balance on Merchandise Trad¢.. octane os ne - 42 - 158 - 197 - 9 
Balance on Other Transactions, excluding B 9 ................. - 248 mee meine a = 20 
Offictali: Contr butions .,. 2a. eet neo eae - li - 9 ed i nt ase 
C Current Account Balance ................ ccc cceseccccesessseesseescenensseceeees - 301 = 422 - 451 = 326 
D Capital Account 
Direct Investment 
a Direct investmentsiniCanada eco. eee cote ene ee +- 730 ars TGME ap oa tesa, + 55 
2 Directrnvestment abroadaccencaecceueee eee eect ceeeree a Tah ow 25 - 13 - 2h 
Canadian Securities 
3a Trade in outstanding bonds and debentures .................... Fe: ea = aa + ae 
3b Trade in outstanding common and preference stocks...... Ce ae age + 33 + 26 
4 New ASsuesil: ttc. ss nt ta ee ee + 101 + 180 tin Lb #253 
5 Retirement iyi. c.-s5c.cey & Ancaeneneor toca tence ace eee mem oil ae 2 - 84 =: (G8 
Foreign Securities 
6 Tradesin outstandingHSSuCSe cette ete aaee eee + $f = 5 eee 3 (2) = 7 
7 NOW LSSUCST 52.05 ceseueacarevaredsvensasueodess eupetehsiotbiiaeesensouaeaaieraie - 4 ~ 3 - 2 = ¥ 
8 FRLIPOMONE So aioe dees pnscecoreatcagseeerestranaseminernsckhuatsceysncprctcnse en aoe - Pe + 3 + 2 + 3 
Loans by Government of Canada 
9 Drawings. 6 cocprvh bee ee ee ee eee - 10 - uh ~ oe 
10,11 FRODA YMC S cca ei ci clnces -satepnrnc attr ans ialmelencan ccd cvisteane pintas acti +o 33 - + 9 - 
LS Subscriptions in gold and U.S. dollars to international 
HNANCIAIGASSN CLC Sig cre eeane eae. o-estee ree oe eee eee eee eee ee, = = = 
14 Change in Canadian dollar holdings of foreigners.............. = 9 in Sek + ih® +22 
16 Change in official holdings of gold and foreign 
exchange: (increases minus) )-ssu-cmcccaten lc teerere ceceneeeeee ene - 50 + £9 = 43 = 3 
17 Other, COpILA] MOVEMONES ey cineca ede eecgevncttervcd neem geshaeee + 109 + 332 + 201 + why 
E Net Capital MOVOMOIe | Peo. rtc cree cen catetenet asian pegs 2 seen rntenscucaes +530) + 722 + J£51 + 326 


NOTES: Mutual Aid to NATO countries is not included in either current receipts or current payments. 


A 1) Merchandise trade statistics are adjusted for use in this statement. Details of these adjustments are shown in the annual reports on 
B1) ‘‘The Canadian Balance of International Payments’’. 


A 11) This item includes government transactions n.o.p., personal and institutional remittances, miscellaneous income, insurance trans- 
B 11) actions, and business services. 


BALANCE OF INTERNATIONAL PAYMENTS 


data for 1959 are subject to revision. 


1959 
19010 Annual Totals 
IV I TL 71d IV 
1957 
(millions of dollars) re aoe ee sie 
sa eee ee Ole 1.393 4894 4,887 5,149 5,400 | 1 
61 36 a 23h re me 160 LiBenw 216 |) 32 
70 35 57 iy 66 363 349 391 417 4 
110 4, : ot 154 168 183 175 5 
oh ip al 111 103 445 4,01 120 115 6 
a oa Be Ree 24 nies 97 109 102 7 
A 96 388 375 385 389 11 
1,847 25000° «1,721 1,949 =" 3,789 6,515. -6,437WerGe785s 7058 12 
14423 1.327 1,510 1,317 14354 sled 25 0660giea separa ee 
219 133 525 512 98 4 
ae a7 161 163 184 589 612 as ae 5 
. : 437 139 139 515 1,60 525 526 6 
ae an ee oy Be 157 WAS: 164 181 7 
40 53 2 fi 9 
sepa 183 179 183 184 656 690 692 ae 11 
2s1g2 ieezs 2,207,. 2,087 2,107 7,970 2,568 2822792 8929 12 
- y26 - 44 - 187 + 84 - 1 594 179 
= ~ = P23" We AS 
oe ae i eH OA - 290 - 206 - 294 - 821 - 899 Erie Lines 
= 9 EO emne | 9 8 16)” a 693 mi AO ie 53. Pare Seas 
= 295 - 328 - 486 -138 - 318 =15455 -.=1,13) S149) F-16270 
D 
+ 183 +2790) \\! + 275 + 175 © + 130 + 514 +420 + 550 #&4+ 690 1 
eas Se I See ot! 130 15 Ie gr pT oe mS 
ae meee + eG =. 1S |) es ae aire SCRE OYOS SORT 3a 
+ 19 Pare. Vt =Oh- 9  G- #92 AOy 5 ASE AE ITO ees 3b 
+ 197 pereo0R 0. + IPT ~ + 29 21+? 37 +798 +677. +707 ++ 397 4 
al eee) cm 73 ie, ae OL, say Se Pe Be) — 2b at eres 5 
= 5 eer ae eee 5 eee 42-2) ok 495 eas Fae 6 
Tw eee = awe om oe ee LO Se, <P 07) ln: ee ee ee 7 
+ yA + 6 + 3 + g + e) + 6 + + 12 + 19 8 
es he = a oa ae ag ere me, | = 9 
Pes Ss 7 =~ #9 25 PEDO nc an bd SRN GB Oe aia 
ake S ea) erie ee = Se ms: as 
eae. pea = nie a Fe Ao tS nieiggs “Sg geLage Mags <4 
+ 67 a eet aa eo 20 ie meh $1205. = LOO) Orgs seg 16 
ayes eesti oit T6Sc6 on 17 Coit *204 42126 . +1122 + 350 + 264 17 
+ 295 ete £86 @ +. 198) 0949318 $14455- -71,131-- +e tio E 


NOTES: 
D A minus sign indicates an outflow of capital from Canada. 


D1,2 Exclusive of undistributed profits. 

D17 This item includes mainly short-term capital movements in the form of changes in international open account commercial indebtedness, 
private and chartered bank holdings of exchange, and loans between private unrelated parties. It also includes the balancing item re- 
presenting unrecorded capital movements and errors and omissions throughout the accounts. 
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